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MILK  IN  THE  BOSTON  REGIONAL,  CON¬ 
NECTICUT,  AND  NEW  YORK-NEW  JER¬ 
SEY  MARKETING  AREAS 

Notice  of  Recommended  Decision  and  Op¬ 
portunity  To  File  Written  Exceptions  on 
Profxr^  Amendments  to  Tentative  Mar¬ 
keting  Agreements  and  to  Orders 

Notice  is  hereby  given  of  the  filing 
with  the  Hearing  Clerk  of  this  recom¬ 
mended  decision  with  respect  to  pro¬ 
posed  amendments  to  the  toitative  mar¬ 
keting  agreements  and  orders  regulat¬ 
ing  the  handling  of  milk  in  the  Boston 
Regional.  Connecticut,  and  New  York- 
New  Jersey  marketing  areas. 

Interested  parties  may  file  written  ex¬ 
ceptions  to  tbds  decision  with  the  Hear¬ 
ing  Clerk,  United  States  Department 
of  Agndculture,  Washington,  D.C.  20250 
on  or  before  October  28, 1975.  Seven  cop¬ 
ies  of  the  exceptions  should  be  filed.  All 
written  submissions  made  pursuant  to 
this  notice  will  be  made  available  for 
public  inspection  at  the  office  of  the 
Hearing  Clerk  during 'regular  business 
hours  (7  CFR  1.27(b)). 

The  above  notice  of  filing  of  the  de¬ 
cision  and  of  opportunity  to  file  excep¬ 
tions  thereto  is  issued  pursuant  to  the 
provisions  of  the  Agricultural  Market¬ 
ing  Agreement  Act  of  1937,  as  amend¬ 
ed  (7  UB.C.  601  et  seq.),  and  the  ex¬ 
plicable  rules  of  practice  and  procedure 
governing  the  formulation  of  marketing 
agreonents  and  marketing  orders  (7  CFR 
Part  900). 

Prelhiinary  Statement 

The  hearing  on  the  record  of  which 
the  proposed  amendments,  as  hereinaf¬ 
ter  set  forth,  to  the  tentative  market¬ 
ing  agreements  and  to  the  orders  as 
amended,  were  formulated,  was  conduct¬ 
ed  at  Auburn,  Massachusetts,  on  No¬ 
vember  11^19,  1974,  and  at  Worcester, 
Massachusetts,  on  November  20,  1974, 
pursxiant  to  notice  thereof  which  was 
issued  on  October  15, 1974  (39  FR  37491) . 

The  material  issues  on  the  record  of 
the  hearing  relate  to: 

1.  Whether  the  marketing  areas  of 
the  Boston  Regional  and  Connecticut  or¬ 
ders  should  be  included  under  one  order. 

2.  Definition  of  plants. 

3.  Handler  definition. 

4.  Producer-handler  definition. 

5.  D^hition  of  dairy  farmer  for  other 
markets. 

6.  Definition  of  pool  milk. 

7.  Classification  of  producer  milk  on  a 
product  pounds  basis. 

8.  Assignment  of  a  handler’s  receipts 
to  his  utilisation. 

9.  Location  adjustments  and  direct  de¬ 
livery  differential. 

10.  Point  of  pricing  for  diverted  milk. 

11.  The  Connecticut  order  differential. 

12.  Pricing  adulterated  milk. 

13.  Charges  on  overdue  accoimts. 

14.  Settlement  of  payment  errors. 
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15.  Rate  of  marketing  service  deduc¬ 
tion. 

16.  Increasing  the  producer-settle¬ 
ment  f  imd  reserve. 

17.  Handler  reports. 

18.  Merger  of  the  administrative  ex¬ 
pense,  marketing  service  and  producer- 
settlement  fimds. 

19.  Changes  to  be  made  in  the  New 
York-New  Jersey  order  as  a  result  of 
amendments  to  the  Boston  Regional  and 
Connecticut  orders. 

Findings  and  Conclusions 

The  following  findings  and  conclusions 
on  the  material  issues  are  based  on  evi¬ 
dence  presented  at  the  hearing  and  the 
record  thereof : 

1.  Need  for  merger  of  orders.  Market¬ 
ing  conditions  in  the  present  Boston  Re¬ 
gional  and  Connecticut  marketing  areas 
justify  the  issuance  of  a  single  order  reg¬ 
ulating  the  handling  of  milk  in  these 
areas.  Ihis  single  ’‘New  England”  order 
is  the  most  appropriate  means  of  effectu¬ 
ating  the  declared  policy  of  the  Act. 

The  merger  of  the  Boston^  and  Con¬ 
necticut  orders  was  proposed  by  eight 
cooperative  associations  that  market 
milk  in  the  regulated  areas.  The  mem¬ 
bers  of  these  producer  groups  constitute 
about  80  percent  of  the  producers  on  the 
Boston  market  and  about  87  percent  of 
the  producers  supplying  the  Connecticut 
market. 

In  summary,  proponents  of  the  merg¬ 
er  contended  that  changes  in  market¬ 
ing  practices  in  recent  years  have  caused 
the  two  regulated  areas  to  become  so  in¬ 
terrelated  in  both  the  procurement  and 
distribution  of  milk  as  to  constitute  a 
single  market  for  producers.  They  stated 
that  there  is  a  substantial  overlapping 
of  sales  areas  of  handlers  under  the  two 
orders  as  well  as  intermarket  movements 
of  bulk  milk.  The  cooperatives  pointed 
out  that  the  milk  supplies  for  the  two 
regulated  areas  are  being  procured  es¬ 
sentially  from  a  common  mllkshed.  Pro¬ 
ponents  indicated  that  a  single-market 
iXProach  is  commonly  used  by  them  in 
the  marketing  of  their  members’  milk. 
Marketing  efficiencies,  they  claimed,  are 
not  fully  achievable,  however,  because 
of  the  existence  of  separate  orders  for 
areas  that  are  now  a  single  market. 

Proponents  also  pointed  to  the  widely 
differing  blended  prices  under  the 
Boston  and  Connecticut  orders  and  con¬ 
tended  that  this  situation  creates  con¬ 
siderable  unrest  among  producers  in  the 
common  mllkshed,  with  attendant  pro¬ 
curement  and  marketing  problems  for 
handlers  and  cooperatives.  The  cooper¬ 
atives  indicated  that  although  reblend¬ 
ing  practices  in  the  New  Ehgland  area 
are  lessening  the  impact  of  the  bloided 
price  differences,  the  market  stresses 
that  the  cause,  can  be  removed  only 
through  order  consolidation. 

The  proposed  merger  was  supported  at 
the  hearing  by  a  Vermont  farm  organi- 


1  For  convenleiKe  purposes,  references 
throxighout  the  decision  to  the  Boston  Be- 
glonsl  market  are  expressed  In  terms  of  the 
Boston  order  or  the  Boston  market. 


zation  that  claimed  it  represented  over 
90  percent  of  the  dairymen  in  the  State. 
Support  also  was  expressed  by  the  De¬ 
partments  of  Agriculture  for  the  States 
of  Vermont  and  New  Hampshire. 

The  only  opposition  to  the  proposed 
merger  was  by  a  Connecticut  handler 
organization.  ’This  group  contended  that 
a  merger  of  the  two  orders  would  result 
in  lower  returns  to  producers  supplying 
Connecticut  handlers.  This,  they  claimed, 
would  Jeopardize  the  availability  of  ade¬ 
quate  milk  supplies  for  such  handlers. 

On  the  basis  of  the  findings  herein, 
it  is  concluded  that  the  Boston  and 
Connecticut  markets  are  no  longer  sepa¬ 
rate  and  distinct  markets  for  milk. 
Changes  in  marketing  practices  in  re¬ 
cent  years  have  caused  the  separately- 
regulated  areas  to  become,  in  essence,  a 
single  market  for  a  large  segment  of 
dairy  farmers  associated  with  the  New 
England  area.  It  is  reasonable  to  expect 
that  they  cause  can  be  removed  only 
ent  order  areas  will  become  even  more 
pronounced  in  the  future. 

Fluid  milk  products  processed  and 
packaged  in  one  market  are  now  com¬ 
monly  distributed  in  the  other  market. 
Such  sales  are  regularly  made  in  the 
Bostcm  marketing  area  by  nine  Con¬ 
necticut  order  handlers,  while  four  han¬ 
dlers  under  the  Boston  order  distribute 
milk  in  the  Ccnmecticut  market.  In  both 
cases,  such  handlers  include  ^e  largest 
distributor  regulated  under  each  order. 

During  September  1974,  which  is  rep¬ 
resentative  of  the  current  marketing  sit¬ 
uation  in  New  England,  handlers  under 
the  Connecticut  order  distributed  12.7 
million  pounds  of  packaged  fiuid  milk 
products  on  routes  in  the  Boston  mar¬ 
keting  area.  An  additional  1.1  million 
pounds  of  Class  I  milk  were  sold  to  han¬ 
dlers  under  the  Boston  order  in  bulk 
and  packaged  form.  At  the  same  time, 
handlers  in  the  Boston  market  distrib¬ 
uted  1.3  million  pounds  on  routes  in  the 
Connecticut  marketing  area,  with  anoth¬ 
er  0.2  million  pounds  of  packaged  and 
bulk  Class  I  milk  being  moved  to  Con¬ 
necticut  order  plants.  Thus,  about  6  per¬ 
cent  of  the  244  million  pounds  of  pro¬ 
ducer  receipts  used  in  Class  I  in  the  two 
markets  that  month  was  involved  in  the 
intermarket  competition  for  fiuid  miur 
sales. 

It  is  recognized  that  compared  with  the 
total  volume  of  milk  distributed  in  each 
market  the  intermarket  sales  are  per¬ 
haps  relatively  small  and  may  not  in 
themselves  constitute  a  strong  basis  for 
merging  the  Connecticut  and  Boston  or¬ 
ders.  Nevertheless,  the  present  competi¬ 
tion  betwem  hsmdlers  regulated  imder 
the  two  orders  indicates  that  separate 
markets  for  the  producers  supplying 
these  h&mdlers  are  not  clearly  distin¬ 
guishable.  This,  of  course,  raises  the  ques¬ 
tion  of  whether  the  pooling  of  milk  un¬ 
der  separate  orders,  with  widely  differ¬ 
ing  blended  prices  to  producers,  r^re- 
sents  an  equitable  marketing  arrange¬ 
ment  for  those  producers  associated  with 
the  New  England  area. 

The  ,single-martiet  character  of  the 
New  England  area  is  probeMy  more 
pronounced  in  terms  of  the  supply  ar- 
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rangements  for  the  area.  Milk  supplies 
for  the  individual  markets  are  being 
drawn  from  broadly  overlapping  procure^ 
ment  areas.  In  Dec«nber  1973.  for  ex¬ 
ample,  handlers  under  the  two  orders 
received  milk  from  producers  located  in 
an  estimated  80  counties  in  seven  north¬ 
eastern  states.  About  one-third  of  these 
counties  were  a  source  of  milk  for  both 
markets. 

With  the  exception  of  the  Maine  pro¬ 
duction,  which  is  entirely  associated  with 
the  Boston  market,  milk  production  in 
each  of  the  other  six  northeastern  states 
contributes  to  the  milk  supply  for  both 
the  Connecticut  and  Boston  markets.  In 
September  1974,  69  percent  of  the  milk 
supply  for  handlers  in  the  Boston  market 
came  from  producers  in  Massachusetts. 
Rhode  Island.  Vermont  and  New  Hamp¬ 
shire.  About  24  percent  of  the  supply  for. 
Connecticut  handlers  came  from  this 
four-state  area.  Of  this  total  supply  in 
the  four-state  area,  12  percent  was 
pooled  imder  the  Connecticut  order  and 
88  percait  vmder  the  Boston  order  in  that 
month. 

Both  markets  rely  significantly  on  a 
common  production  area  in  eastern  New 
York.  Handlers  imder  the  Boston  order 
received  20  percent  of  their  milk  supply 
and  Connecticut  handlers  received  39 
percent  of  their  supply  from  that  area  in 
September  1974.  Of  this  New  York  pro¬ 
duction,  56  percent  priced  under  the 
Boston  order  and  44  percent  imder  the 
Connecticut  order. 

Producers  located  in  Connecticut  sup¬ 
plied  37  percent  of  the  producer  milk 
received  by  handlers  under  the  Connect¬ 
icut  order  and  slightly  under  3  percent 
of  the  milk  for  handlers  in  the  Boston 
market.  Of  the  total  production  in  Con¬ 
necticut  associated  with  the  two  markets, 
86  percent  was  pooled  under  the  Con¬ 
necticut  order  in  September  1974.  The 
remainder  was  pooled  under  the  Boston 
order. 

These  data  indicate  the  overlapping 
character  of  the  production  areas  for 
markets  currently  regulated  under  sepa¬ 
rate  orders.  Under  the  two  orders,  how¬ 
ever,  the  prices  payable  to  producers 
usually  differ  significantly.  In  recent 
years,  producers  in  the  Connecticut  mar¬ 
ket  have  received  blended  prices  averag¬ 
ing  from  24  to  34  cents  per  hundred¬ 
weight  annually  above  such  prices  re¬ 
ceived  by  producers  in  the  Boston  maiket. 
In  1974,  the  blended  prices  in  one  month 
differed  by  60  cents,  although  this  has 
not  been  the  usual  case.* 

The  reasons  for  such  price  differences 
are  basically  twofold.  The  number  of  pro¬ 
ducers  associated  with  the  Connecticut 
market  generally  has  been  limited  to  the 
number  required  for  supplying  essen¬ 
tially  just  the  Class  I  needs  of  the  mar¬ 
ket.  This  Ijas  been  the  result  of  the  regu¬ 
lations  of  the  State  of  Connecticut  that 
govern  the  granting  of  health  permits  to 
dairy  farmers  who  wish  to  ship  milk  to 


*  Official  notice  is  taken  of  the  Market  Ad¬ 
ministrator’s  1974  annual  statistical  report, 
*^lk  Market  Statistics,"  that  was  issued  in 
March  197S  for  the  Connecticut  maiket  and 
in  April  1975  for  the  Boston  Regional  market. 


plants  eligible  to  distribute  Class  I  milk 
within  the  State.  Because  of  this  institu¬ 
tional  arrangement,  the  higher  blended 
prices  und«*  the  Connecticut  order  have 
not  attracted  the  additional  milk  sup^ 
plies  that  would  tend  to  equalize  producer 
returns  as  between  the  Connecticut  and 
Boston  markets. 

A  second  factor  is  the  historical  asso¬ 
ciation  of  relatively  large  quantities  of 
reserve  milk  sui^lies  with  the  Boston 
market.  This  can  be  attributed  in  large 
part  to  the  supply  arrangonents  in  that 
market.  Much  of  the  milk  obtained  for 
fiuid  use  is  accumulated  at  supply  plants 
in  the  northern  areas  of  New  England 
and  New  York  and  shipped  to  disti^ibut- 
ing  plants  in  Massachusetts  and  Rhode 
Island  tor  processing.  Milk  in  the  distant 
areas  that  is  not  needed  by  the  distrib¬ 
uting  plants  is  retained  in  those  areas 
for  manufacturing.  Because  of  the  very 
substantial  demand  for  Class  I  milk  in 
the  Boston  market,  numerous  supply 
plants  are  able  to  maintain  pool  plant 
status  under  the  Boston  order.  GHven 
the  same  pooling  standards,  much  more 
milk  can  be  pooled  in  a  market  where 
there  are  supply  plants  than  in  a  market 
where  tiie  milk  supply  is  moved  directly 
from  farms  t&  distributing  plants,  as  in 
the  Connecticut  market.  No  supply  plants 
are  qualified  on  the  basis  of  on^  plant 
shipments  under  the  Connecticut  order. 

The  widely  differing  producer  prices 
tend  to  be  a  disruptive  element  in  the 
marketplace  tor  i^roducers,  cooperatives 
and  handlers.  Producers  normally  seek, 
of  course,  the  most  ronuneratlve  outlet 
for  their  milk.  Prolonged  price  differences 
between  markets  create  much  dissatis¬ 
faction  among  the  producers  receiving 
the  lower  prices.  Attempts  by  producers 
to  maximize  their  returns  have  a  dis¬ 
turbing  impact  on  the  procurement  and 
marketing  programs  of  both  handlers 
and  coiH>erative  associations. 

Through  recent  actioivs  by  New  Eng¬ 
land  co(v>eratives,  the  New  Bagiand  area 
already  represents,  in  essence,  a  single 
market  for  a  very  substantial  number  of 
imxiucers.  In  July  1972,  the  largest  co¬ 
operative  in  the  Connecticut  market 
merged  with  the  two  largest  coopera¬ 
tives  in  the  Boston  market.  The  new  or¬ 
ganization  markets  approximately  75 
percent  of  the  milk  pooled  under  the 
Connecticut  order  and  50  percait  of  the 
milk  regulated  by  the  Boston  order.  Also, 
this  cooperative  and  two  others  with 
members  on  both  the  Boston  and  Con¬ 
necticut  maikets  are  each  reblending 
amcmg  their  members  the  proceeds  from 
milk  marketed  under  each  order.  To¬ 
gether,  the  three  cooperatives  r^resent 
more  than  60  percent  of  the  producer 
milk  now  being  priced  under  the  two 
New  England  orders.  Throi^h  this  re- 
Mending  procedure,  cocHJeratives  are  at- 
tonpting  to  minimize  the  disruptive  in¬ 
fluences  emanating  from  the  widely  dif¬ 
fering  blended  prices. 

In  view  of  all  of  the  above  circum¬ 
stances.  a  single  marketwide  pool  (uder 
should  be  adopted  for  the  now  separately 
regulated  New  England  areas.  Such  an 
order  is  the  most  reasonable  means  ot 
minimizing  the  economic  stresses,  luice 


uncertainties  and  marketing  instability 
now  existing  in  the  New  England  area. 

As  previously  indicated,  Connecticut 
huidlers  opposed  the  proposed  merger 
on  the  ba^  that  this  could  jeigiardize 
the  availability  of  milk  suigiUes  for  han¬ 
dlers  in  that  State.  It  is  recognized  that 
the  relatively  few  producers  now  asso¬ 
ciated  with  the  Connecticut  mariEet  who 
are  receiving  the  order  blended  price  will 
receive  somewhat  lower  prices  under  the 
merged  order.  What  effect  this  mi^t 
have  on  the  production  levels  at  these 
producers  is  unknown  at  this  time.  In 
view  of  the  milk  supplies  now  associated 
with  the  New  England  area,  however,  it 
is  difficult  to  conclude  that  the  producer 
milk  supplies  under  the  merged  <xder 
would  ^  inadequate  tor  meeting  the 
Class  I  needs  of  all  handle’s.  In  1974,  the 
average  Class  I  utilization  of  producer 
milk  under  the  Boston  and  Connecticut 
orders  combined  was  63  peroeit.  Al¬ 
though  Connecticut  handlers  maintained 
that  much  of  the  milk  in  New  England 
is  not  available  to  them  because  of  the 
Connecticut  inspection  requiremoitB,  the 
record  does  not  demonstrate, that  such 
handlers,  in  fact,  have  not  bMn  able  to 
obtain  the  milk  supplies  necessary  for 
their  operatims. 

The  attraction  of  milk  to  various  plant 
locations  is  basicaUy  dependent  upon  the 
Class  I  price  applicable  at  those  loca¬ 
tions.  The  aigsropriate  Class  I  price  levd 
at  Connecticut  i^ants  is  discussed  later. 

Hie  cooperatives  pngxising  the  merger 
of  the  Boston  and  Connecticut  orders 
urged  that  the  merged  order  cmitinue  the 
provisions  of  the  Boston  order  except  for 
certain  modifications.  The  order  adopted 
herein  generally  carries  out  this  concept. 
The  Boston  order  provisions  in  gennral 
have  been  appropriate  for  achieving  the 
Olds  sousdit  by  the  regulatory  plan  for 
the  Boston  market.  Many  of  these  provi¬ 
sions  are  essentially  the  same  as  corre- 
^xmding  provisions  of  the  Connecticut 
order.  Moreover,  no  new  territiMy  would 
be  added  to  the  combined  marketing 
areas,  nor  would  the  merger  result  in  the 
regulation  of  any  additional  plants.  Chi 
the  basis  of  the  hearing  evidence,  it  is 
found  that  the  Boston  order  provisions, 
with  certain  modifications,  will  be  ap¬ 
propriate  for  achieving  orderly  mariiet- 
ing  conditions  in  the  proposed  New  Eng¬ 
land  marketing  area.  Therefore,  the  re¬ 
mainder  of  this  decision  deals  only  with 
the  modification  of  the  present  Boston 
order  provisions. 

The  order  adopted  herein  for  the  “New 
England”  marketing  area  would  amaid 
and  mo'ge  the  Boston  and  Connecticut 
orders.  The  merged  order  would  nmtinue 
the  use  of  the  pact  number  of  the  present 
Boston  order.  Part  1001.  The  amwided 
Part  1001,  upon  its  effectuation,  would 
supersede  Part  1015. 

The  merged  order  regroups  and  recodi¬ 
fies  the  proviskms  of  the  presoat  Boston 
order.  The  regrouping  of  cortain  provi¬ 
sions  in  conjunction  with  the  redesigna- 
tion  of  some  section  numbers  will  result 
hi  a  more  compact  order  and  a  more  pre¬ 
cise  grouping  of  related  order  provisiOBs. 
No  substantive  diange  is  made  in  any 
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order  provision  as  a  result  of  this  re¬ 
codification. 

Although  the  present  two  orders  no 
longer  would  exist  upon  effectuation  of 
the  New  England  order,  this  merger  is 
not  intended  to  preclude  the  completion 
of  those  procedures  that  would  other¬ 
wise  have  existed  under  the  separate 
orders  with  respect  to  mUk  hwdled 
prior  to  the  effective  date  of  the  merger. 
Such  procedures,  which  would  need  to  be 
carried  out  after  the  merger  date,  in¬ 
clude  the  announcement  of  certain 
prices,  submission  of  reports,  computa¬ 
tion  of  blended  prices,  payment  of  obli¬ 
gations,  and  verification  activities.  The 
provisions  of  the  merged  order  would  ap¬ 
ply  to  that  milk  handled  after  the  ef¬ 
fective  date  of  the  merged  order. 

2.  Definition  of  plants. — Supply  plant. 
The  Boston  order  provisions  concerning 
the  pooling  of  a  handler’s  system  of  sup¬ 
ply  plants  should  be  modified.  Presently, 
one  or  more  supply  plants  of  a  coopera¬ 
tive  plus  the  group  of  producers  for 
whom  the  cooperative  is  acting  as  a  bulk 
tank  handler  may  constitute  a  “system” 
for  purposes  of  determining  which  milk 
shall  be  pooled.  In  determining  the  sys¬ 
tem’s  qualifying  shipments  for  pooling 
eligibility,  recognition  is  given  to  the 
deliveries  of  milk  directly  from  the  farm 
to  distributing  plants  by  the  cooperative 
in  its  capacity  as  a  bulk  tank  handler. 
However,  such  qualifying  deliveries  are 
now  limited  to  those  made  to  distributing 
plants  of  other  handlers.  The  merger 
proponents  asked  that  bulk  tank  deliv¬ 
eries  to  a  cooperative’s  own  dlstribuUng 
plant  also  count  as  qualifying  shipments 
in  determining  the  system’s  eligibility  for 
pooling. 

The  proposal  should  be  adopted.  This 
will  recognize  a  current  situation  where 
a  New  England  cooperative  is  operating 
both  a  supply  plant  and  a  distributing 
plant  and  is  acting  as  a  handler  on  farm 
bulk  tank  milk  that  it  moves  from  farms 
to  its  distributing  plant.  Ilie  present  sys¬ 
tem  pooling  provisions  recognize  that  it 
is  often  more  efficient  to  move  bulk  tank 
milk  directly  from  the  farm  to  a  dis¬ 
tributing  plant  than  through  the  sup¬ 
ply  plant  with  which  it  otherwise  nor- 
nudly  would  be  associated.  However,  un¬ 
less  the  direct-ship  milk  is  counted  as  a 
of  the  supply  plant’s  qualifying 
shipments,  the  supply  plant  may  be  un¬ 
able  to  meet  the  shipping  requirements 
for  pooling  although  it  historically  has 
had  a  bona  fide  association  with  the 
market.  With  this  as  the  underlying  basis 
for  such  a  pooling  arrangement,  it  ap¬ 
pears  roMonable  for  purposes  of  pool 
qualification  that  no  distincticm  be  made 
as  to  whether  the  cooperative’s  direct- 
ship  milk  is  moved  to  its  own  distributing 
plants  or  to  those  of  other  handlers. 

The  Boston  order  now  exempts  a  sup¬ 
ply  plant  that  qualifies  for  pooling  imder 
both  the  Boston  order  and  another  Fed¬ 
eral  order.  As  urged  by  the  merger  pro¬ 
ponents,  the  merged  order  should  not 
preclude  pool  status  for  the  plant  if  it 
has  greater  qualifying  shipments  to  the 
New  England  market  than  it  has  to  the 
other  mailcet.  In  most  cases,  this  will  re¬ 


sult  in  the  pooling  of  the  plant  in  the 
market  with  which  it  has  the  greater 
association. 

The  New  York-New  Jersey  order  pre¬ 
scribes  that  a  supply  plant  that  qualifies 
as  a  “regular”  pool  plant  imder  that 
order  shall  be  pooled  in  that  market  even 
though  the  plant  for  a  time  may  have 
greater  shipments  to  another  market.  As 
suggested  by  proponents,  it  is  appropri¬ 
ate  to  recognize  this  under  the  New  Eng¬ 
land  order,  thereby  avoiding  an  admin¬ 
istrative  conflict  as  to  where  the  plant 
shall  be  pooled. 

The  hearing  notice  listed  a  proposed 
modification  of  the  provisions  that  now 
permit  a  supply  plant  to  have  “auto¬ 
matic”  pool  plant  status  during  the 
months  of  December  through  June. 
Presently,  such  status  would  be  granted 
if  the  plant  was  a  pool  supply  plant  in 
New  England  in  at  least  two  of  the  pre¬ 
ceding  months  of  July  through  Novem¬ 
ber  and  would  have  been  such  a  pool 
plant  in  all  other  months  in  that  period 
had  it  not  been  a  pool  plant  under  the 
New  York-New  Jersey  order.  As  noticed, 
the  two-month  requirement  would  be 
changed  to  three  months. 

No  testimony  concerning  this  proposal 
was  presented  at  the  healing.  Accord¬ 
ingly,  no  action  is  taken  on  the  proposal. 

The  pooling  standards  for  supply 
plants  should  not  be  changed  to  count 
transfers  of  fluid  milk  products  to  pro¬ 
ducer-handlers  as  a  part  of  the  supply 
plant’s  qualifying  shipments  for  pooling. 

This  pooling  standard  is  now  provided 
under  the  Connecticut  order  and  coop¬ 
eratives  urged  its  inclusion  in  the 
merged  order.  In  support  of  their  pro¬ 
posal,  proponents  indicated  thac  when  a 
supply  plant  transfers  milk  to  a  pro¬ 
ducer-handler  it  is  supplying  part  of  the 
fluid  milk  needs  of  the  market  in  the 
same  manner  as  when  shipments  are 
made  to  pool  distributing  plants.  Pro¬ 
ponents  therefore  urged  that  these  ship¬ 
ments  be  considered  as  a  part  of  the  sup¬ 
ply  plant’s  qualifying  shipments  for 
pooling. 

Supply  plant  pooling  standards  are  in¬ 
tended  to  assirne  that  supply  plants  asso¬ 
ciated  with  the  market  will  make  milk 
available  to  pool  distributing  plants  for 
fluid  use.  The  inclusion  of  transfers  to 
producer-handlers  in  a  supply  plant’s 
qualifying  shipments  would  not  be  con¬ 
sistent  with  the  purpose  of  such  pooling 
standards  and  should  not  be  adopted. 
This,  of  course,  would  not  preclude  the 
transfer  of  milk  from  a  supply  plant  to  a 
producer-handler.  Such  transfer,  how¬ 
ever,  would  be  in  addition  to  the  mini¬ 
mum  shipments  which  must  be  made  to 
pool  distributing  plants. 

Although  the  proposed  pooling  stand¬ 
ard  is  now  in  the  Connecticut  order,  its 
exclusion  from  the  merged  order  will 
have  no  impact  on  plants  now  pooled 
imder  that  order.  No  subbly  plants  are 
currently  pooled  in  the  Connecticut  mar¬ 
ket  on  the  basis  of  plant  shipments. 

Cooperative  association  plant.  The 
procedure  now  used  for  pooling  a  coop¬ 
erative  association  balancing  plant  under 
the  Boston  wder  should  be  continued 
under  the  merged  order. 


The  present  Boston  order  provides  that 
any  plant  that  is  operated  by  a  coopera¬ 
tive  and  located  in  the  marketing  area 
shall  be  a  pool  plant  in  any  month  in 
which  its  route  disposition  does  not  ex¬ 
ceed  two  percent  of  its  total  receipts  of 
fluid  milk  products.  Three  plants  are  now 
being  pooled  under  the  cooperative  asso¬ 
ciation  plant  provisions  of  that  order. 
Two  are  Massachusetts  plants — one  at 
West  Springfield  and  the  other  at 
Andover.  A  third  plant  is  located  at 
Providence,  Rhode  Island. 

The  Connecticut  order,  on  the  other 
hand,  provides  that  a  cooperative  asso¬ 
ciation  may  pool  a  supply  iflant  (the 
plant  located  nearest  Hartford  if  the  co¬ 
operative  operates  more  than  one  plant) 
on  the  basis  of  the  cooperative’s  deliver¬ 
ies  of  member  milk  to  pool  plants  in  the 
market.  A  plant  at  Newington,  Connec¬ 
ticut,  is  pooled  on  this  basis.  Even 
though  the  Newington  plant  qualifies  as 
a  supply  plant  under  the  Connecticut 
order,  it  serves  a  balancing  function  for 
that  market. 

The  three  plants  now  being  pooled 
under  the  Boston  order  were  established 
initially  to  service  the  than  local  and 
separate  Lowell-Lawrence,  Springfield 
and  Southeastern  New  England  markets. 
These  plants  and  the  Connecticut  plant 
in  combination  provide  substantial  man¬ 
ufacturing  capacity  where  milk  pri¬ 
marily  from  local  producers,  whenever 
not  needed  by  fluid  milk  handlers,  is 
received  and  manufactured.  The  plants 
also  have  storage  capacity  and  serve  a 
function  of  filling  unanticipated  addi¬ 
tional  handler  needs  for  milk. 

The  merger  proponents  proposed  that 
pooling  eligibility  as  a  balancing  plant 
under  the  merged  order  be  limited  to 
those  plants  located  in  the  “nearby 
plant”  pricing  zone,  rather  than  to  plants 
located  within  the  marketing  area.  The 
nearby  plant  zone  adopted  herein  would 
include  the  States  of  Massachusetts  (ex- 
c^t  Berkshire  County),  Rhode  Island 
and  Connecticut.  The  present  marketing 
areas  of  the  two  orders  cover  essentially 
this  area  plus  additional  area  in  the 
southern  parts  of  New  Hampshire  and 
Vermont. 

All  four  of  the  plants  now  pooled  under 
the  present  orders  as  balancing  plants 
are  located  in  the  adopted  nearby  plant 
zone.  While  the  coopers^ves’  proposal 
would  not  affect  the  pooling  status  of 
these  plants,  the  record  does  not  demon¬ 
strate  a  need  for  its  adcgition.  No  par- 
ticulsur  marketing  problems  were  sug¬ 
gested  by  proponents  in  support  of  their 
proposal.  The  pn^osal  is  therefore 
denied. 

Regulated  plant  under  another  Fed¬ 
eral  order.  The  merged  order  should  de¬ 
fine  a  “regulated  plant  under  another 
Federal  order”  as  a  pool  plant  under  an¬ 
other  Federal  order  or  any  other  plant 
at  which  all  fluid  milk  products  han¬ 
dled  become  subject  to  the  classification 
and  pricing  provisions  of  another  Federal 
ojrder. 

Such  a  definition  is  now  contained  in 
essentially  this  form  in  both  the  Boston 
and  Connecticut  mders.  The  deflnitioa 
facilitates  the  drafting  various  order 


FEOCIAL  REGISTEH,  VOL  40,  NO.  1 96— WEDNESDAY,  OCTOtER  S,  1975 


PtOPOSED  RULES 


47319 


provisions,  su(di  as  those  defining  certain 
types  of  plants  and  those  relating  to  the 
classification  of  milk  moved  either  to  or 
from  certain  plants.  Cooperatives  pro¬ 
posed  that  this  definition  be  continued 
under  the  merged  order  but  that  it  in¬ 
clude,  as  in  the  Connecticut  order,  a  pool 
bulk  tank  unit  tmder  another  Federal 
order.  PrcHXxnents  claimed  that  this  is 
necessary  to  coordinate  the  provisions  of 
the  merged  order  with  those  of  the  New 
York-New  Jersey  order,  which  provides 
for  pool  bulk  tank  units. 

Although  such  coordination  is  neces¬ 
sary,  it  is  more  appropriate  to  accom¬ 
modate  this  matter  ^  other  provisions  of 
the  order  rather  than  in  the  definition  of 
“regulated  plant  under  another  Federal 
order.”  Special  reference  to  receipts  from 
a  pool  bulk  tank  unit  imder  another 
Federal  order  is  provided  in  the  “pool 
milk”  d^nltion  and  in  the  provisions 
setting  forth  the  procedure  for  assigning 
a  handler’s  receipts  to  his  classes  of 
utilization. 

Governmental  agency  plant.  A  plant 
that  is  operated  by  a  governmental  agen¬ 
cy  and  has  Class  I  route  disposition  in 
the  marketing  area  should  be  exempt 
from  r^:ulatlon  imder  the  merged  order. 
For  purposes  of  the  order,  such  a  plant 
should  be  defined  as  another  type  of  ex¬ 
empt  distributing  plant. 

Ruid  milk  products  that  are  trans¬ 
ferred  or  diverted  from  a  pool  plant  to 
such  an  exempt  distributing  plant  should 
be  considered  as  Class  I  disposition  of 
the  pool  handler.  Receipts  of  fiuid  milk 
products  at  a  pool  plant  from  an  exempt 
governmental  agency  plant  should  be  as¬ 
signed  to  the  pool  plant’s  Class  n  utiliza¬ 
tion. 

Such  provisions  will  permit  the  proc¬ 
essing  plant  of  the  University  of  Con¬ 
necticut  to  remain  exempt  from  order 
regulation.  The  plant  now  has  ex^pt 
status  imder  the  Connecticut  order.  No 
similar  ex^ptlon  for  governmental 
figency  plants  is  provided  under ythe  Bos- 
ton  order. 

The  cooperatives  advocating  the  order 
merger  proposed  that  no  special  exemp¬ 
tion  from  regulation  be  accorded  a  plant 
by  virtue  of  it  being  operated  by  a  gov¬ 
ernmental  agency.  Proponents  offered  no 
evidence  relative  to  Uie  issue  of  regulat¬ 
ing  the  University’s  plant  but  merely  toc^ 
the  position  that  the  “broad”  exemption 
under  the  Connecticut  order  should  not 
be  continued. 

The  University  of  Connecticut,  on  the 
other  hand,  urged  the  continuation  of 
the  exempt  status  for  its  plant.  The  Uni¬ 
versity  claimed  that  regulation  of  its 
plant  would  Interfere  with  its  research 
and  teaching  program  in  dairy  technol¬ 
ogy.  It  contended  that  its  plant  opera¬ 
tion  was  not  ts^ical  of  commercial  dairy 
operations  and  ^ould  not  be  subject  to 
the  pooling  provisions  of  the  ordec. 

The  primary  function  of  the  Univer¬ 
sity  of  Connecticut  plant  is  to  serve  as  a 
teaching,  research,  and  demonstration 
facility  for  students.  The  plant  also  is 
used  for  the  processing  of  fiuid  milk 
products  for  consumption  at  campus 
dining  halls  and  at  two  State  (ff  Con¬ 
necticut  cmrectional  institutions..  Lim¬ 


ited  quantities  of  milk  and  milk  products 
also  are  disposed  of  through  a  store  op¬ 
erated  in  the  University’s  plant.  The  mUk 
processed  at  the  plant  is  received  frmn 
the  University’s  farm,  one  of  the  State 
institutions  and  a  cooperative  associa¬ 
tion. 

A  description  of  the  plant’s  operations 
was  provided  at  the  hearing  by  a  Univer¬ 
sity  staff  member.  During  a  recent  12- 
monUi  period,  6  million  pounds  of  raw 
milk  were  received  at  such  plant.  Nine 
percent  (0.6  million  pounds)  was  pro¬ 
duced  by  the  University’s  own  dairy  herd, 
45  percent  (2.7  million  pounds)  was  pro¬ 
duced  by  the  'dairy  herd  of  one  of  the 
correctional  institutions,  and  the  re¬ 
maining  46  percent  (slightly  over  2.7  mil¬ 
lion  pounds)  was  purchased  from  the  co¬ 
operative  association. 

Of  the  total  milk  processed,  about  88 
percent  (5.3  million  pounds)  was  dis¬ 
posed  of  for  fiuid  use.  The  major  portion 
of  this  went  to  the  correctional  institu¬ 
tions  and  to  campus  dining  haUs.  About 
360,000  pounds  of  Cfiass  I  milk  were  sold 
through  the  plant  store.  The  remainder 
of  the  plant’s  receipts  (0.7  million 
pounds)  was  processed  into  Class  n  prod¬ 
ucts,  such  as  ice  cream,  sour  cream,  and 
cottage  cheese. 

The  maintenance  of  orderly  market¬ 
ing  conditions  in  the  New  England  area 
does  not  require  the  regulation  of  this 
State-operated  plant  Except  for  the  re¬ 
tail  sales  through  the  plant  store,  which 
is  open  to  the  public,  all  of  the  milk 
processed  at  the  plant  is  consumed  at 
State-operated  facilities.  The  average 
monthly  volume  of  Class  I  milk  sold 
through  the  store  is  30,000  pounds.  No 
evidence  was  presented  to  indicate  that 
these  sales  are  causing  serious  competi¬ 
tive  problems  for  regulated  handlers  and 
thus  are  a  disruptive  factor  Ih  the  mar¬ 
ket  The  operatimis  of  the  plant  are  not 
in  the  nature  of  the  operations  of  pro¬ 
prietary  handlers  whose  regulation  is 
essential  to  effectuate  the  intent  of  the 
Act  Rather,  they  are  for  the  purpose  of 
advancing  the  recognized  functions  of 
the  State  in  the  public  interest.  Accord¬ 
ingly,  a  continuation  of  the  exemption 
is  appropriate. 

Although  this  exemption  is  provided  to 
cover  the  University  of  Connecticut 
plant,  the  exonptlon  is  not  intended  to 
be  limited  to  just  this  plant.  Other  gov¬ 
ernmental  agency  plants  serving  the 
public  Interest  likewise  should  be  exempt 
from  regulation  under  the  merged  order. 

The  present  classification  of  transfers 
and  diversions  of  fiuid  milk  products 
from  a  pool  plant  to  an  exempt  govern¬ 
mental  agency  plant  should  be  modified 
somewhat  under  the  merged  order.  Un¬ 
der  the  Connecticut  order,  such  trans¬ 
fers  or  diversions  may  be  classified  as 
Class  n  milk  if  the  buyer  and  seller  both 
agree  on  such  classification,  the  pool 
handler  reports  such  classification  to  the 
market  administrator,  and  the  govern¬ 
mental  agency  certifies  that  su^  milk 
was  used  to  produce  Class  n  products. 
Under  the  merger,  all  movements  of  fluid 
mific  products  frmn  pool  plants  to  a  gov¬ 
ernmental  agency  plant  should  be  clas¬ 
sified  as  a  Class  I  disposition. 


This  special  purchasing  arrangement' 
whereby  the  University  of  Connecticut  is 
able  to  buy  bulk  milk  from  a  pool  handler 
under  certification  for  Class  n  purposes 
was  provided  in  the  Connecticut  order  to 
accommodate  the  particular  circum¬ 
stances  with  respect  to  the  fluid  milk  op¬ 
erations  of  the  University.  Because  of 
the  limited  volume  of  milk  piurchased 
for  Class  n  use  by  the  University  and 
the  circumstances  involved  in  such  pur¬ 
chases.  the  accommodation  of  such  pro¬ 
curement  arrangement  under  the  terms 
of  the  order  was  considered  to  be 
appropriate. 

With  the  merger  of  the  two  orders  at 
this  time,  additional  plants  operated  by 
governmental  agencies  could  qualify  for 
exemption.  The  record  does  not  provide 
information  with  respect  to  the  location, 
size,  and  scale  of  any  other  such  opera¬ 
tions.  Providing  exempt  status  for  any 
plant  operator  with  significant  Class  I 
sales  in  the  marketing  area  and  at  the 
same  time  permitting  him  to  purchase 
pool  milk  for  other  than  Class  I  use 
could  seriously  imdermlne  the  integrity 
of  regulation.  The  record  establishes  no 
compelling  need  for  the  continuation  of 
the  privilege  of  purchasing  pool  milk  for 
Class  n  use  now  enjoyed  by  the  Univer¬ 
sity.  Under  the  circumstances,  it  must  be 
concluded  in  the  interest  of  equity  that 
exempt  governmental  agencies  should 
not  be  permitted  to  purchase  pool  milk 
other  than  for  Class  I  purposes. 

3.  Handler  definition.  The  merged  or¬ 
der  should  continue  the  provisions  of  the 
Boston  order  that  require  a  cooperative 
to  be  the  handler  for  bulk  tsmk  milk  that 
it  moves  from  farms  to  pool  plants  or  di¬ 
verts  to  nonpool  plants.  However,  the 
provisions  that  limit  such  handler  status 
for  a  cooperative  to  just  the  handling  of 
milk  of  members  should  not  be  contin¬ 
ued.  As  now  provided  under  the  Con¬ 
necticut  order,  the  merged  order  should 
permit  a  cooperative  to  be  a  bulk  tank 
handler  for  milk  of  )x>th  members  and 
nonmembers. 

The  merged  order  should  afford  an 
cooperatives  in  the  market  flexibility  in 
the  arrangements  under  which  they  seU 
milk  to  pool  plants  or  dispose  of  reserve 
supplies.  If  it  so  chooses,  a  cooperative 
should  be  able  to  pick  up  the  milk  of 
nonmember  producers  along  with  the 
mUk  of  its  members  for  delivery  to  a  pool 
plant  or  for  diversion  to  nonpool  plants. 
This  procedure  wlU  enable  the  coopera¬ 
tive  to  act  as  the  marketing  agent  for  a 
nonmember  producer  who,  although  he 
has  not  become  a  member  o/t  the  cooper- 
ative,  has  arranged  for  the  cocverative 
to  act  as  the  mai^eting  agent  for  his 
milk.  Nothing  in  the  order  would  re¬ 
quire  a  cooperative  to  pick  up  tt^  milk 
of  nonmember  producers.  It  would  pro¬ 
vide,  however,  that  when  a  cooperative 
does  pick  up  milk  of  mmmember  pro¬ 
ducers  on  trucks  under  its  control  it  must 
assume  varying  degrees  of  responsibility 
with  reimect  to  such  milk,  d^nding  on 
the  handling  arrangements  made. 

The  Capper- V(dstead  Act  provides  the 
criteria  by  which  cooperative  associa- 
tkms  are  determined  to  be  qualified  co- 
(^ratives  under  the  Agricultural  Mar- 
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keting  Agreement  Act.  With  the  adopted 
handler  definition,  the  merged  order 
would  be  consistent  with  the  provision 
of  the  Capper-Volstead  Act  that  recog¬ 
nizes  that  cooperatives  may  "deal  in  the 
products  of  nonmembers’*  and  which 
limits  such  dealings  to  amounts  not 
greater  in  value  than  as  are  “handled 
by  it  for  members.” 

In  the  event  a  cooperative  does  market 
the  milk  of  a  producer  who  is  not  a  mem¬ 
ber  of  the  association  a  question  arises 
about  the  appropriate  me&od  of  paying 
such  producer.  If  the  nonmember  pro¬ 
ducer  has  signed  a  contract  with  the 
cooperative  wherry  he  authorizes  the 
cooperative  to  market  his  milk  and  col¬ 
lect  pasmaents  therefor,  the  cooperative 
may  pay  the  nbnmember  in  accordance 
with  the  contract.  If  such  marketing 
functions  occur  in  the  absence  of  a  writ¬ 
ten  wmtract,  the  cooperative  would  be 
required  to  pay  the  nonmember  producer 
not  less  than  the  prices  prescribed  by  the 
order. 

A  handler  operating  pool  plants  under 
both  the  Boston  and  Connecticut  orders 
opposed  any  provisions  that  would  per¬ 
mit  a  cooperative  to  be  the  bulk  tank 
handler  for  milk  of  nonmember  pro¬ 
ducers.  The  handler,  who  receives  milk 
from  members  and  nonmembers,  con¬ 
tended  that  such  provisions  would  result 
in  cooperatives  gaining  control  of  non¬ 
members’  milk.  The  handler  indicated 
that  this  in  turn  would  provide  an  in¬ 
centive  for  such  producers  to  become 
members  of  a  cooperative  association. 

Whether  or  not  the  proposed  handler 
definition  would  tend  to  foster  member¬ 
ship  in  co<H>eratives  is  not  an  overriding 
factor  in  the  consideration  of  this  issue. 

A  producer  will  become  a  cooperative 
association  member  only  when  he  chooses 
to  do  so.  He  is  free  to  join  or  not  to  Join. 
He  also  is  free  to  remain  a  nonmember 
but  have  a  cooperative  market  his  mmc 
if  the  cooperative  elects  to  operate  In 
this  manner.  At  the  same  time,  the 
adopted  order  provisions  in  no  way  would 
ccHnpd  him  to  market  his  milk  through 
a  cooperative  association. 

As  indicated,  the  Connecticut  order 
now  permits  a  cooperative  to  be  a  bulk 
tank  handler  for  nonmember  milk.  The 
inclusion  of  su(di  provisions  in  that  order 
has  not  caused  any  problems.  It  is  antici- 
j)ated  that  such  provisions  will  not  cre¬ 
ate  problems  fOT  handlers  operating 
imder  the  merged  order. 

4.  Producer-fiandler  definition.  The 
producer-handled  definition  in  the 
merged  order  should  be  essentially  the 
same  as  that  now  contained  in  ^e  Bos¬ 
ton  order.  However,  the  size  limitation 
on  producer-handlers  who  may  purchase 
unlimited  quantities  of  milk  by  transfer 
from  pool  plants  should  be  modified.  In 
this  respect,  such  persons  whose  produc¬ 
tion  or  route  disposition  does  not  ex¬ 
ceed  a  dafiy  average  of  2,000  quarts 
during  the  month  should  be  permitted  to 
buy  unlimited  amounts  of  supplemental 
milk  from  pool  plants  '^hout  affecting 
their  producer-handler  status.  Producer- 
handlers  with  iNToduction  and  fluid  milk 
sales  emtSb.  averaging  more  than  2,000 
quarts  per  day  should  be  limited  to 


purchases  from  pool  plants  of  not  more 
than  2  percent  of  their  own  production. 

The  producer-handler  definitions  of 
the  Boston  and  Connecticut  orders  dif¬ 
fer  basically  in  oidy  one  respect.  The 
Boston  order  permits  unlimited  pur¬ 
chases  of  milk  from  New  England  pool 
plants  only  in  the  case  of  producer- 
handlers  with  average  production  or  fluid 
sales  of  not  more  than  1,000  quarts  per 
day.  Purchases  of  such  milk  by  larger 
producer-handlers  are  limited  to  2  per¬ 
cent  of  their  owii  production.  The  Con¬ 
necticut  order  places  no  restriction  on 
the  amount  of  milk  a  producer-handler 
may  purchase  from  pool  plants. 

The  merger  proponents  supported  a 
contir^uation  of  the  Boston  producer- 
handler  provisions.  They  contended  that 
a  producer-handler  who  produces  and 
distributes  more  than  1,000  quarts  per 
day  basically  should  balance  his  produc- 
ticm  with  his  fluid  needs  and  not  rely 
upon  pool  plants  for  supplemental  milk 
supplies.  Otherwise,  they  claimed,  he  is 
relsdng  upon  other  producers  whose  milk 
is  pooled  to  bear  the  burden  of  carrying  ' 
the  necessary  reserve  supply  associated 
with  his  business  without  such  producers 
sharing  in  the  returns  from  his  sales 
of  Class  I  milk. 

Several  producer-handlers  and  a  rep¬ 
resentative  of  the  Massachusetts  Farm 
Bureau  testified  in  support  of  a  contin¬ 
uation  of  the  Connecticut  producer- 
handler  definition.  'They  were  concerned 
primarily  with  the  proposed  2  percent 
limitation  on  supplemental  purchases 
by  the  larger  producer-handlers.  They 
contended  that  seasonal  changes  in 
milk  production  necessitate  balancing 
their  production  with  purchases  of  milk 
from  pool  plants.  The  2  percent  limi¬ 
tation,  they  claimed,  would  greatly  re¬ 
duce  the  balancing  flexibility  they  now 
have.  Also,  it  was  claimed  that  the  ap¬ 
plication  of  the  Boston  provisions  to 
Connecticut  producer-handlers  would 
require  drastic  changes  in  the  operations 
of  such  persons  who  are  now  purchas¬ 
ing  substantial  quantities  of  from 
pool  plants,  a  practice  now  permitted 
under  the  Ccamecticut  order.  These  par¬ 
ties  contended  that  producer-hangers 
are  not  causing  disorderly  conditions 
in  the  New  Engdand  area.  They  took  the 
position  that  a  merger  of  the  New  Eng¬ 
land  orders  does  not  require  the  adop¬ 
tion  of  the  more  restrictive  producer- 
handler  provisions  now  applicable  in  the 
Boston  market. 

Typically,  a  producer-handler  con¬ 
ducts  a  relatively  small,  family-type  op¬ 
eration  in  which  he  processes,  packages, 
and  distrUMites  only  the  milk  produced 
on  his  own  farm.  Full  regulation  of  such 
operations  usually  results  in  consider¬ 
able  difficulty  in  administering  the  pro¬ 
visions  at  an  order.  For  this  reason,  it 
has  been  custinnary  imder  Federal  or¬ 
ders,  including  those  in  New  England,  to 
exempt  producer-handlers  from  the  pool¬ 
ing  and  pricing  provisions  of  the  orders. 
Such  exemption  has  been  feasible  be¬ 
cause  8U(di  businesses  are  xisua^  so 
small  that  their  exemption  does  not  un¬ 
dermine  the  effectiveness  of  the  regula¬ 
tory  program. 


To  assure  that  the  exemption  of  pro¬ 
ducer-handlers  does  not  have  an  ad¬ 
verse  impact  on  'the  market,  it  has  been 
found  necessary  under  the  order  pro¬ 
gram  to  require  such  persons  to  operate 
basically  in  a  self-sufficient  manner.  This 
entails  relying  primarily  on  their  own 
milk  production  and  assvuning  the  bur¬ 
den  of  maintaining  the  reserve  produc¬ 
tion  needed  to  balance  their  fluid  sales, 
which  Includes  disposing  of  any  daily 
or  seasonal  surpluses  they  may  produce, 
usually  at  surplus  prices.  Under  this  con¬ 
cept,  it  is  appropriate  to  preclude  pro¬ 
ducer-handlers  from  purchasing  milk 
from  other  dairy  farmers.  Otherwise, 
such  processors  would  be  indistingiiish- 
able  from  regulated  handlers  who 'cus¬ 
tomarily  obtain  milk  from  producers.  In 
some  circumstances,  however,  producer- 
handlers  are  allowed  to  purchase  supple¬ 
mental  supplies  of  Class  I  milk  from  reg¬ 
ulated  plants.  In  some  markets  su^ 
purchases  are  restricted,  with  such  limi¬ 
tations  having  been  imposed  because  of 
,  special  circumstances  in  the  market 
It  is  within  this  conceptual  framework 
that  the  present  producer-handler  issue 
must  be  considered. 

In  dealing  with  this  issue,  it  must  be 
recognized  that  the  current  provisions  of 
the  two  orders  were  developed  in  response 
to  the  particular  conditions  existing  In 
the  respective  markets.  In  the  Boston 
market,  there  historically  has  been  a 
large  nijmber  of  producer-handlers,  in¬ 
cluding  some  of  very  substantial  si^.  It 
was  found  appropriate  under  these  cir¬ 
cumstances  to  require  the  large  produc- 
er-lumdlers  to  be  almost  totally  self- 
sufficient  with  respect  to  their  supply  of 
milk.  Only  in  this  way  could  there  be 
any  rr‘asonable  assurance  that  their  ex- 
enmtion  would  not  threaten  the  stability 
of  the  order  program  for  that  area.  The 
producer-handler  provisions  of  the  Bos¬ 
ton  order  have  accommodated  both  the 
large  and  small  producer-hancfler  opera¬ 
tions  in  a  manner  consistent  with  the 
needs  of  the  regulatory  program. 

In  the  Connecticut  market,  producer- 
handlers  have  not  created  major  compet¬ 
itive  problems  for  regulated  handlers,  in 
part  because  the  operations  of  producer- 
handlers  were  of  limited  size.. In  March 
1974,  there  were  only  five  Connecticut 
pro^cer-handlers  whose  production  was 
above  1,000  quarts  per  day.  In  the  Bos¬ 
ton  market,  there  were  10  such  opera¬ 
tions.  Also,  at  that  time,  there  were  foiu* 
producer-handlers  under  the  two  orders 
whose  production  averaged  more  than 
3,000  quarts  per  day.  Only  one  of  these 
was  a  Connecticut  producer-handler.  Un¬ 
der  the  clrcumstcuices.  it  has  not  been 
necessary  in  the  Connecticut  market  to 
.impose  stringent  limitations  on  the 
amount  of  milk  that  producer-handlers 
may  purchase  from  pool  plants. 

A  consolidation  of  the  two  orders  re¬ 
quires,  of  course,  a  resolution  of  the  dif¬ 
ferences  in  the  present  producer-hmidler 
definitions.  In  this  regard,  it  is  concluded 
that  at  least  in  the  case  of  the  laiger 
producer-4iandlers  the  concept  of'  self- 
sufficiency  must  be  an  overiiding  con¬ 
sideration.  With  no  restrictions  on  sup¬ 
plemental  purchases  by  the  larger 
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producer-handlers,  there  would  be  an  op¬ 
portunity  for  such  individuals  to  become 
a  serious  competitive  factor  for  other 
handlers  in  the  market  on  whom  full 
regulation  is  imposed.  They  could  do  this 
without  carrying  the  burden  of  balancing 
their  production  with  their  distribution 
needs  and  without  sharing  their  Class  I 
ing  such  purchases  without  limit  could 
provide  an  incentive  for  regulated  han¬ 
dlers  with  own  farm  production  to  seek 
status  as  producer-handlers. 

The  present  Boston  marketing  area 
will  represent  a  very  substantial  portion 
of  the  merged  marketing  area.  In  formu¬ 
lating  an  order  for  the  merged  market, 
the  past  experience  in  the  Boston  market 
with  respect  to  producer-handlers  is 
compelling.  The  concept  of  self-sufficien¬ 
cy  with  respect  to  the  operations  of  those 
producer-handlers  of  suffiicient  size  to  be 
a  competitive  factor  in  the  market  must 
be  preserved  in  the  interest  of  equity  and 
continuing  orderly  marketing. 

At  the  same  time,  the  record  does  not 
support  the  application  of  the  restrictive 
purchasing  provisions  of  the  smaller  pro¬ 
ducer-handlers  in  the  manner  proposed 
by  the  cooperatives.  The  position  of  pro¬ 
ducer-handlers  in  the  individual  markets 
has  declined  over  the  years.  In  1965, 
there  were  44  producer-handlers  under 
the  Connecticut  order,  as  compared  with 
13  such  persons  in  that  market  for  1974. 
Their  total  production  decreased  from 
26  million  pounds  in  1965  to  14  million 
pounds  in  1974.  The  producer-handlers’ 
share  of  the  total  Class  I  sales  in  the 
Connecticut  marketing  area  declined 
from  2.9  percent  in  1965  to  1.7  percent  in 
1974. 

A  similar  historical  pattern  has  pre¬ 
vailed  for  the  Boston  market.  In  1965, 
there  were  57  producer-handlers  in  that 
market  compared  with  33  in  1974.  The 
production  of  producer-handlers  de¬ 
creased  from  56  million  pounds  in  1965 
to  30  million  poimds  in  1974.  Ih-area 
Class  I  sales  by  producer-handlers  rep¬ 
resented  2.9  percent  of  the  total  in  1965 
and  1.4  percent  of  the  total  in  1974. 

In  view  of  the  declining  positlcm  of  pro¬ 
ducer-handlers  in  the  marketplace,  and 
in  the  absence  of  any  evidence  of  disor¬ 
derly  marketing  conditions  resulting 
from  their  operation,  there  is  no  basis  for 
applying  more  stringent  conditions  for 
exemption  to  the  smaller  producer-han¬ 
dlers  in  the  New  England  area. 

Under  the  provisions  adopted  herein,  a 
producer-handler  whose  production  does 
not  exceed  a  daily  average  of  2,000  quarts 
during  the  month  would  not  be  restricted 
as  to  his  purchases  of  supplemental  milk 
from  pool  plants.  When  we^ed  against 
the  rather  divergent  provisions  now  ap¬ 
plicable  in  the  two  markets,  this  repre¬ 
sents  a  reasonable  size  level  for  delineat¬ 
ing  between  the  larger  and  smaller  pro¬ 
ducer-handlers.  It  is  recognized  that  the 
2,000-quart  limit  is  double  the  limit  now 
applicable  in  the  Boston  market.  Never¬ 
theless,  there  is  no  reason  to  b^eve,  in 
view  df  the  declining  position  of  pro¬ 
ducer-handlers  generally  in  the  respec¬ 
tive  markets,  that  adoption  of  such  2,000 
quart  limit  will  encourage  expansion  of 


producer-handler  operations  in  the  com¬ 
bined  market. 

It  is  anticipated  that  with  scmie  minor 
adjustments  in  a  few  producer-handler 
operations  the  adopted  provisions  will 
permit  all  persons  now  designated  as 
producer-handlers  under  the  individual 
orders  to  maintain  their  present  exempt 
statiis.  For  the  Boston  segment  of  the 
combined  market,  such  provisions  ydU  be 
less  restrictive.  In  the  Connecticut  area, 
the  opposite  will  be  true.  From  the  limit¬ 
ed  informatioa  in  the  record,  it  appears 
that  there  may  be  as  many  as  four  Con¬ 
necticut  producer-handlers  whose  aver¬ 
age  didly  production  is  slightly  above  the 
2,000  quart  level  and  who  may  be  making 
purchases  in  excess  of  the  2  percent  lim¬ 
it.  An  individual  in  this  situation  will 
have  to  make  a  management  decision  as 
to  whether  he  should  become  a  fully  reg¬ 
ulated  handler  or  retain  his  producer- 
handler  status  by  making  minor  adjust¬ 
ments  in  his  operation. 

In  connection  with  the  consideration 
of  appropriate  producer-handler  provi¬ 
sions,  a  producer-handler  in  the  New 
York-New  Jersey  (Order  2)  market  testi¬ 
fied  about  the  application  of  the  pro¬ 
posed  merged  order  to  his  operation.  He 
wanted  assurance  that  he  could  distrib¬ 
ute  certified  milk  in  the  New  Engluid 
marketing  area  without  having  this  af¬ 
fect  his  current  producer-handler  status 
under  the  New  York-New  Jersey  order 
or  his  present  and  anticipated  milk  dis¬ 
tribution.  TO  accomplish  this,  he  sug¬ 
gested  certain  modifications  to  the  cur¬ 
rent  Connecticut  producer-handler  defi¬ 
nition. 

The  producer-handler  operates  a  cer¬ 
tified  milk  processing  plant  at  Cfiiitten- 
ango.  New  York.  A  minor  amount  of  milk 
is  disposed  of  from  such  plant  to  a 
Bridgeport,  Connecticut,  hospital  for  use 
in  a  heart  research  project.  The  witness 
indicated  that  he  hoped  to  make  other 
limited  sales  of  certified'milk  in  the  New 
England  area,  Which  would  be  handled 
through  distributors  and  jobbers. 

On  the  basis  of  his  cmrent  and  ex¬ 
pected  association  with  the  New  Eingland 
market,  the  (U'der  provisions  adopted 
herein  would  not  affect  the  witness’s 
status  under  the  New  York-New  Jersey 
order.  Such  sales  of  certified  milk  in  the 
New  England  market  would  be  ccmsid- 
ered  as  route  disposition  by  the  New  Yo^ 
producer-handler.  The  New  England 
order  would  ex^pt  him  from  all  pro¬ 
visions  of  the  order  as  long  as  his  route 
disposition  in  the  New  York-New  Jersey 
market  exceeded  such  disposition  in  the 
New  England  market. 

An  additicmal  issue  relating  to  pro¬ 
ducer-handlers  is  that  regarding  the  di¬ 
version  of  producer  milk  to  such  persons 
by  any  handler.  The  Boston  order  now 
limits  the  diversion  of  milk  to  producer- 
handlers  to  just  those  persons  operating 
a  pool  plant.  Hie  Connecticut  older  does 
not  permit  diversions  to  a  producer- 
handler’s  plant  by  either  a  cooperative 
associati(q}  m:  a  pool  plant  c«>erator. 

The  co(H;)erattves  supporting  the 
merged  order  proposed  that  in  addition 
to  plant  curators  a  cooperative  acting 


as  a  bulk  tank  handler  also  be  permitted 
to  divert  producer  milk  from  pool  plants 
to  producer-handlers.  The  witness  testi¬ 
fied  that  allowing  cooperatives  to  move 
milk  to  a  producer-handler  directly  from 
the  farm,  rather  than  requiring  the  milk 
to  be  received  at  a  plant  and  then  trans¬ 
ferred  to  the  producer-handler,  would 
eliminate  costly  plant  handling  and  un¬ 
economic  milk  movnnents. 

To  insure  the  Integrity  of  the  order 
with  respect  to  producer-handler  opera¬ 
tions,  the  merged  order  should  preclude 
diversions  to  plants  of  producer-han¬ 
dlers  by  any  handler.  A  diversion  of  pro¬ 
ducer  milk  to  a  producer-handler’s  plant 
in  actuality  is  a  delivery  of  milk  dirrotly 
frmn  the  farm  of  a  producer  to  such 
plant.  A  basic  requir^eat  for  a  pro¬ 
ducer-handler’s  exemption  from  the 
pooling  and  pricing  provisions  of  the 
order  is  that  such  a  person  receive  no 
milk  from  other  dairy  farmers.  His  re¬ 
ceipts  of  milk  directly  from  the  farm 
must  be  limited  to  the  production  of  his 
own  farm.  Fnun  a  practical  standpoint, 
there  is  no  difference  between  a  pro¬ 
ducer-handler  receiving  diverted  milk 
fr(Hn  a  handler  (whether  it  be  a  co(^ra- 
tive  association  or  a  pool  plant  opera¬ 
tor)  and  his  receiving  milk  directly  from 
a  dairy  farmer.  In  each  instance,  such 
milk  is  received  at  his  plant  directly  from 
the  farm,  and  the  plant  of  first  receipt 
is  the  plant  o£  the  producer-handler.  The 
involvement  of  another  handler  who 
directs  the  milk  does  not  change  the 
actual  manner  in  which  the  milk  moves. 

5.  Definition  of  dairy  farmer  for  other 
markets”  provisions .  now  continued  in 
ponents,  the  merged  order  should  con¬ 
tinue  the  ’’dairy  farmer  for  other 
markets”  provisions  now  contained  in 
the  Bostcm  order.  The  basic  purpose  of 
thi^  provisions  is  to  preclude  reserve 
,  mfik  supplies  associated  with  local  non- 
federally  regulated  markets  from  being 
pooled  under  the  Boston  order.  Before 
such  provisions  were  adopted,  it  was  not 
imcommon  for  dairy  farmers  who  were 
supplying  milk  to  unregulated  distribut¬ 
ing  plants  to  be  shifted  to  the  Boston 
market  when  their  milk  was  not  needed 
in  the  unregulated  area  for  fluid  use.  This 
handling  arrangement  was  used  par¬ 
ticularly  during  the  months  of  seasonally 
high  production.  The  milk  that  was 
shifted  to  the  Boston  market  represented 
unneeded  supplies  in  the  regulated 
market  also,  and  was  therefore  disposed 
of  in  the  lower-valued  manufacturing 
uses.  This  reduced  the  returns  to  pro¬ 
ducers  regularly  associated  with  the 
Boston  maiket.  The  dairy  farmer  for 
other  markets  provisions  were  thus  de¬ 
veloped  to  assure  that  Boston  order  pro¬ 
ducers  would  not  have  the  economic 
burden  of  carrying  the  reserve  milk 
supplies  for  imregulated  markets. 

Because  of  the  existence  of  non-fed- 
erally  regulated  maikets  in  northern 
New  England,  there  is  a  continuing  need 
tor  the  dairy  farmer  for  other  markets 
provisions.  Although  provisions  of  this 
nature  are  not  In  the  Ccmnecticut  order, 
their  application  to  handlers  and  pro¬ 
ducers  now  associated  with  the  Con- 
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nectlcut  market  is  not  expected  to  affect 
the  current  milk  handling  arrangements 
of  these  persmis. 

The  present  dairy  farmer  for  other 
markets  provisions  also  preclude  the 
pooling  of  milk  of  dairy  farmers  who  are 
regularly  associated  with  a  Federal  order 
market  where  a  base-excess  plan  applies. 
This  was  adopted  to  prevent  producers  in 
the  Middle  Atlantic  market,  the  only 
nearby  Federal  order  market  with  a  base- 
excess  plan,  from  shipping  milk  that  is 
in  excess  of  their  bases  to  the  Boston 
market  for  pooling.  The  Boston  order 
also  prevents  the  po<ding  of  the  milk  of 
a  dairy  farmer  who  sdls  his  base  and 
delivers  milk  to  Boston  order  pool  plants. 

As  pointed  out  by  the  merger  proponents, 
this  latter  provision  is  obsolete  since  pro¬ 
ducers  under  the  Middle  Atlantic  order 
can  no  longer  transfer  bases  and  still 
continue  in  production.  Accordingly,  this 
feature  of  the  dairy  farmer  for  other 
markets  provisions  need  not  be  retained 
imder  the  merged  order. 

6.  Definition  of  pool  milk.  As  tmder 
the  Boston  and  Connecticut  orders,  the 
merged  order  should  con^in  a  “pool 
milk”  definition  for  purposes  of  facilitat¬ 
ing  the  drafting  of  other  provisions  of  the 
order.  Basically,  pool  milk  refers  to  milk 
on  which  a  handler  is  obligated  to  the 
pool  at  the  applicable  class  prices  but  on 
which  he  receives  a  credit  at  the  blended 
price  in  computing  his  obligation  to  the 
producer-settlement  fund. 

The  present  pool  milk  definition  in¬ 
cludes  receipts  of  bulk  fiuid  milk  prod¬ 
ucts  at  pool  plants  from  plants  regu¬ 
lated  xmder  F^eral  orders  ^th  hufivld- 
ual-handler  pools.  At  this  time,  there  are 
only  four  federally-regulated  markets 
using  individual-handler  pooling.  These 
are  the  Michigan  Upper  Peninsula,  Nortii 
Central  Iowa,  Fort  Smith  and  Memphis 
markets.  lifilk  from  these  markets  does 
not  move  to  New  England  and,  because 
of  the  distance  involved,  this  would  not 
be  expected  in  the  future.  Accordingly, 
there  is  no  need  for  the  merged  order  to 
give  special  recognition  under  the  pool 
milk  definition  to  receipts  from  individ¬ 
ual-handler  pool  markets. 

The  present  pool  milk  definition  also 
prescribes  the  quantity  of  route  dlq;x)si- 
tion  in  the  marketing  area  on  which  an 
unregmated  distributing  plant  (oth» 
than  an  “exempt  distributing  plant”) 
has  a  pool  obligation.  Such  a  plant  that 
distributes  milk  in  the  market  but  not 
in  sufficient  volume  to  qualify  as  a  pool 
plant  now  has  varying  degrees  of  ex¬ 
emption  from  the  pricing  provisions  ol 
the  order.  If  its  in-area  sales  during  the 
month  do  not  exceed  700  quarts  on  any 
day  or  a  daily  average  of  300  quarts,  the 
idant  has  no  monetary  obligation  imder 
the  order.  If  its  in-area  sales  exceed  the 
greater  of  these  quantitir3,  then  such 
“excess”  distribution,  or  pool  miOc,  is  sub¬ 
ject  to  a  per  hundredweight  pool  charge 
eqml  to  the  difference  between  the  Class 
I  and  blended  prices.  This  amount  is 
paid  by  the  plant  operator  to  the  pro- 
'  ducer-settlement  fund.  If  he  so  chooses, 
the  plant  operatm:  may  avoid  such  pay¬ 
ment  purchasing  fnxn  regulated 


plants  a  quantity  of  Class  I  milk  equiv¬ 
alent  to  his  in-area  sales  of  pool  milk. 

Under  Uie  merger  pn^osal,  an  un- 
regidated  plant  not  qu^ying  as  an  “ex¬ 
empt  distributing  plant”  would  be  re¬ 
quired  to  make  such  a  pool  payment  on 
all  of  its  route  disposition  in  the  maiket- 
ir^  area.  The  merger  proponents  claimed 
that  there  is  no  econonic  basis  for  ex¬ 
empting  a  portion  of  the  plant’s  in-area 
sales  frmn  regulation.  For  this  reason, 
they  proposed  that  “pool  milk”  include 
all  of  the  plant’s  in-area  Class  I  sales. 

The  proposal  should  be  adopted.  It  has 
been  recognized  that  a  plant  distributing 
less  than  10  percent  of  its  receipts  in  the 
marketing  area  is  not  sufficiently  asso¬ 
ciated  with  the  market  to  warrant  its  fun 
regxilaUon  under  the  order.  This  is  be¬ 
cause  such  a  plant  has  not  been  con¬ 
sidered  a  major  competitive  factor  for 
ful!ly  regulated  handlers  whose  sales  are 
largely  or  entirely  in  the  marketing  area. 
Nevertheless,  to  minimize  any  price  ad¬ 
vantage  that  the  plant  might  have  on  its 
limited  In-area  sales,  it  has  been  neces¬ 
sary  under  the  New  England  orders  to 
Impose  a  pool  obligation  on  such  sales  or. 
as  an  option,  require  an  offsetting  pur¬ 
chase  of  Class  I  milk.  Certain  minimum 
amounts  (l.e.,  those  in-area  sales  not 
exceeding  700  quarts  on  any  day  or  a 
dally  average  of  300  quarts)  have  been 
excluded,  however,  from  any  obligation, 
largely  because  of  administrative  diffi¬ 
culties  in  applying  the  regulatory  provi¬ 
sions  to  distributors  with  very  limited 
in-area  sales. 

It  is  appropriate,  however,  to  impose 
an  obligation  on  all  of  a  distributor’s  th- 
area  sales  and  not  just  to  those  in  excess 
of  700  quarts  on  any  day  or  a  daily  aver¬ 
age  of  300  quarts,  whichever  is  greater. 
Only  under  this  degree  of  regulation  can 
there  be  reasonable  assurance  that  an 
unregiilated  distributor  of  major  size  will 
not  have  an  imdue  competitive  advan¬ 
tage  In  the  regulated  market.  The  re¬ 
moval  of  the  present  exemption  on  cer¬ 
tain  in-area  sales  will  tend  to  result  In 
greater  eqvilty  among  handlers  subject 
to  the  regulatory  program  in  the  New 
England  area. 

7.  Classification  of  producer  milk  on 
a  product  pounds  basis.  A  proposal  to 
determine  the  classification  of  producer 
milk  on  a  product  pounds,  or  volume, 
basis  rather  than  on  the  basis  of  the  skim 
milk  and  butterfat  components  should 
not  be  adopted. 

The  Connecticut  and  Boston  orders 
now  require  that  £dl  milk  and  milk  prod¬ 
ucts  received  and  disposed  of  by  a  han¬ 
dler  be  accounted  for  in  terms  of  the 
separate  aktm  milk  and  butterfat  com¬ 
ponents  contained  therein.  Thus,  in  re¬ 
porting  his  receipts  and  utilization,  a 
handler,  reborts  the  pounds  of  skim  milk 
received  and  the  pounds  disposed  of,  and 
the  same  for  butterfat.  In  like  manner, 
the  handler’s  utilization  is  classified  In 
terms  of  the  separate  skim  milk  and  but¬ 
terfat  components.  To  determine  a  han- 
dlerk  classification  of  producer  mtik,  his 
receipts  of  milk  frmn  the  various  sources 
must  be  assigned  to  his  ntlllzati<m  of 
milk  in  each  class.  Here,  also,  such  as¬ 


signments  are  done  on  the  basis  of  skim 
milk  and  butterfat  separately. 

In  conjunction  with  their  merger  pro¬ 
posal,  the  cooperatives  proposed  that 
such  reporting,  classification,  and  as¬ 
signment  be  done  In  terms  of  the  prod¬ 
uct  pounds  of  the  milk  and  milk  prod¬ 
ucts  Involved.  Such  volume  accounting 
was  supported  by  a  major  proprietary 
handler.  These  parties  indicate  that 
this  accounting  method  wo\ild  simplify 
the  administrative  procedures_bf  han¬ 
dlers  and  the  market  administrator.  It 
was  contended  that  presently  much  effort 
is  expended  to  determine  the  amount  of 
producer  butterfat  in  eacl)  class.  With 
the  present  use  of  a  single  butterfat  dif¬ 
ferential.  they  claimed,  such  effort  is  im- 
necessary  since  butterfat  may  be  used 
in  either  class  without  changing  tiie  to¬ 
tal  value  of  the  producer  milk  pooled. 

Proponents  indicated  that  only  in  the 
case  of  butterfat  overages  would  there 
be  any  change  in  pool  values  under  vol¬ 
ume  accounting.  They  stressed,  however, 
that  over  the  long  run  the  value  of  such 
overages  represents  such  a  small  por¬ 
tion  of  the  market’s  total  pool  value  that 
its  impact  on  the  blended  price  is  in¬ 
significant. 

In  their  brief,  a  group  of  handlers  in 
the  Connecticut  market  opposed  the  pro¬ 
posed  change  to  voliime  accounting,  stat¬ 
ing  that  the  proposal  did  not  lend  Itself 
to  complete  forward  pricing  for  Class  I 
milk.  The  group  Indicated  that  handlers 
have  advance  notice  of  the  Class  I  price 
but  do  not  know  the  cost  of  the  butter¬ 
fat  In  Class  I  milk  tmtil  after  the  end  of 
the  applicable  month.  The  handlers  con¬ 
tended  that  it  may  be  necessary  to  later 
establish  a  different  butterfat  differen¬ 
tial  for  each  use  classification  in  order 
to  achieve  complete  forward  pricing. 
They  implied  that  a  change  to  volume 
accounting  woidd  make  it  more  difficult 
to  eventually  achieve  this. 

Although  the  propc»al  Should  be 
denied,  it  should  be  done  for  reasons 
other  than  those  suggested  by  the  Con¬ 
necticut  handlers.  As  pointed  out  by  pro¬ 
ponents.  volume  accoxmting  would  bene¬ 
fit  basically  those  persons  who  compile 
handler  reports  and  those  who  determine 
the  classification  of  producer  milk  from 
them.  For  these  persons,  volume  ac¬ 
counting  would  represent  a  simplification 
of  their  work,  mainly  in  terms  of  a  re¬ 
duction  in  the  mathematical  computa¬ 
tions  required  In  reporting  and  classify¬ 
ing  milk.  Such  benefits  would  accrue 
largely  to  the  market  administrator’s 
staff,  and  to  a  much  lesser  degree  to  han¬ 
dlers  and  their  employees.  It  is  doubt¬ 
ful,  however,  that  the  time  saved'  would 
r^resent  any  significant  part  of  their 
total  work  effort. 

There  are  several  considerations  that 
sux^Knt  the  continuation  of  the  present 
accounting  method,  in  spite  of  the  work 
simplification  that  volume  accoimting 
would  permit.  The  first  is  that  volume 
accountipg  would  not  eliminate  the  need 
for  complete  handler  records  refiecting 
the  quantities  of  skim  mflk  and  butter¬ 
fat  In  receipts  and  dlsposiUmi  of  milk 
and  milk  products.  Only  from  such  rec- 


FEOEKAL  REGISIEl,  VOL  40,  NO.  196— WEDNESDAY,  OaOBER  t,  1975 


PtOPOSED  lULES 


47323 


ords  can  the  market  administrator  verify 
the  reports  of  handlers.  Proponents  fully 
recognized  this  in  their  testimony. 

A  second  c<msideration  is  that  all  Fed¬ 
eral  orders  now  provide  for  the  reporting 
and  classification  of  receipts  and  utiliza-r 
tion  on  a  skim  milk  and  butterfat  basis. 

A  change  to  volume  SM^counting  in  New 
England  would  mean  a  deviation  from 
the  commonly  used  and  accepted  ac- 
coimting  practice.  For  some  facets  of  the 
regulatory  program,  local  marketing 
conditions  require  the  use  of  order  pro¬ 
visions  especially  adapted  to  the  local 
situation.  In  the  case  of  certain  account¬ 
ing  and  administrative  procedures,  such 
as  the  procedure  imder  consideration 
here,  there  is  seldom  any  valid  basis  for 
differentiating  between  orders.  The  ad¬ 
ministration  of  the  order  prc^ram  tends 
to  be  strengthened  through  the  uniform 
application  of  milk  accounting  rules  and 
procedures  to  all  handlers  in  all  regu¬ 
lated  markets. 

An  additional  consideration  is  that 
i  volume  accounting  would  permit  the  off¬ 
setting,  for  example,  of  butterfat  over¬ 
ages  with  skim  milk  shrinkages.  As  pro¬ 
posed  by  the  cooperatives,  handlers 
would  continue  under  the  volume  ac¬ 
counting  arrangement  to  provide  the 
market  administrator  with  ccunplete 
records  of  the  receipts  and  disposition  of 
skim  milk  and  butterfat  separately.  With 
such  information  being  available,  it  is  in 
the  best  interest  of  the  regulatory  pro¬ 
gram  that  handlers  be  required  to  ac¬ 
count  to  the  pool  for  skim  milk  and  but¬ 
terfat  separately,  with  no  opportunity  to 
offset  overages  with  shrinkages.  Through 
this  means  producers  have  greater  as¬ 
surance  that  their  milk  is  being  priced  in 
accordance  with  its  actual  iise.  Until  such 
time  as  it  is  determined  to  be  appropri¬ 
ate  for  handlers  to  report  and  accoimt 
•for  their  milk  receipts  and  utilization  on 
a  volume  basis  only,  a  continuation  of 
the  current  procedures  in  computing 
shrinkages  and  overages  of  skim  milk 
and  butterfat  separately  is  more  ap¬ 
propriate. 

8.  Assignment  of  a  handler’s  receipts 
to  his  utiUzation.  The  present  assign- 
m^t  provisions  of  the  Boston  order 
should  be  used  under  the  merged  order 
but  with  certain  changes  in  the  assign¬ 
ment  sequence  for  receipts  of  milk  from 
pool  plants  and  producers.  Basically,  two 
conceptual  changes  should  be  made. 
First,  the  assignment  provisions  should 
apply  uniformly  to  receipts  of  bulk  milk 
at  a  handler’s  distributing  plant  from 
supply  plants,  regardless  of  whether  the 
supply  plants  are  operated  by  the  same 
handler  or  by  other  handlers.  Second, 
milk  received  at  a  pool  distributing  plant 
from  producers  should  be  assigned  to 
Class  I,  except  for  a  limited  assignment 
of  such  milk  to  any  available  Class  n. 
prior  to  the  assignment  oi  any  receipts 
from  pool  plants.  In  connection  with  this 
latter  assignment  change,  handlers 
would  not  be  permitted  to  transfer  milk 
between  po(d  plants  by  agreement  on  the 
classification  of  such  milk. 

It  is  not  unusual  tor  pool  plants  to  re¬ 
ceive  milk  for  processing  from  several 
sources.  These  may  include  producers. 


pool  plants,  other  order  idants,  and  un- 
r^noilated  lAants.  Because  of  the  com¬ 
mingling  of  milk  from  various  sources  in 
a  plant,  there  is  no  way  of  knowing  how 
the  milk  from  each  source  is  used.  For 
this  reason,  a  handler’s  receipts  of  milk 
from  each  wurce  must  be  assigned  in  a 
prescribed  sequence  to  his  utilization  of 
mUk  in  each  class.  This  is  necessary  to 
determine  the  classification  of  producer 
milk  received  at  the  plant,  as  well  as  the 
classification  of  the  milk  from  the  vari¬ 
ous  sources. 

Propostds  for  chang^ing  the  assign¬ 
ment  provikons  of  the  Boston  order  re¬ 
lated  to  the  procedure  for  assigning  at  a 
pool  distributing  plant  receipts  of  bulk 
milk  from  pool  supply  plants  and 
producers.  (Fdr  purposes  of  this  discus¬ 
sion,  receipts  from  producers  shall  in¬ 
clude  receipts  from  a  cooperative  as¬ 
sociation  in  its  capacity  as  a  handler  for 
farm  bulk  tank  milk.)  Presently,  supply 
Idant  milk  is  assigned  to  a  handler’s 
Class  I  utilization  at  his  distributing 
plant  before  the  assignment  of  pro¬ 
ducer  milk  if  the  supply,  irfant  milk  is 
from  a  i^ant  .  operated  by  another 
handler  and  Class  n  utilization  has  not 
been  requested.  If  the  milk  is  received 
from  his  own  supply  plant,  the  milk  is 
assigned  to  any  remaining  Class  I  use 
after  the  assignment  of  producer  re¬ 
ceipts  to  Class  I  milk. 

A  multi-plant  handler  operating  both 
distributing  plants  and  supply  plants 
proposed  that  bulk  milk  from  all  supply 
plants  be  assigned  to  Class  I  b^ore  as¬ 
signing  receipts  from  producers.  The 
handler  indicated  that  he  is  the  only 
handler  in  the  Boston  market  receiving 
milk  at  a  distributing  plant  from  his  own 
suigily  plants.  Proponent  claimed  that 
\mless  the  assignment  provisions  are 
changed  in  this  manner  his  cost  of  Class 
n  milk  at  his  Charlestown,  Massa¬ 
chusetts,  distributing  plant  will  con¬ 
tinue  to  be  significantly  greater  than 
that  incurred  by  cmnpeting  distributions. 

Propcment  noted  that  since  other 
handlers  in  the  Boston  area  do  not  op¬ 
erate  supply  plants,  receipts  at  their 
distributtog  plants  from  supply  plants 
are  assigned  to  Class  I  first  before  as- 
sig^g  receipts  from  producers.  It  was 
claimed  that  this  usually  results  in  pro¬ 
ducer  milk  being  assigned  to  the 
handler’s  Class  n  use,  with  the  handler’s 
cost  for  such  milk  being  the  city  Class 
II  price. 

Pr(monent  indicated  that  in  contrast 
receipts  from  his  supply  plants  and  from 
producers  must  be  assigned  at  his 
Charlestown  plant  in  the  reverse  se¬ 
quence.  Proponent  claimed  that  because 
his  mtKiucar  receipts  there  are  less  than 
the  plant’s  Class  I  use,  no  producer  milk 
is  available  for  assignmmt  to  the  idant’s 
Class  n  use.  Hence,  much  of  his  sui^ly 
plant  milk  is  assigned  to  the  lower- 
priced  class.  In  this  case,  proponent 
claimed,  the  cost  of  such  milk  is  the 
Class  n  price  at  the  supply  plant,  which 
is  only  slUditly  less  than  at  the  city,  idus 
the  cost  of  hiwllng  the  milk  between  the 
two  plants.  Propcmoit  indicated  that 
under  this  arrangraioit  his  cost  of  Class 
n  milk  is  30  cents  or  more  per  hundred¬ 


weight  greater  than  the  cost  of  Class  n 
milk  at  othor  distributing  plants  in  the 
Boston  area. 

The  proponent  handler  indicated  that 
if  this  pr<H>osal  is  not  adopted  the  mini¬ 
mum  corrective  action  ^ould  be  the 
adoption  of  the  assigiunoit  changes  ad¬ 
vocated  by  the  merger  proponents.  Such 
changes  would  provide  for  the  assign- 
m^t  of  a  limited  quantity  of  producer 
receipts  to  a  distributing  plant’s  Class 
n  use  before  assigning  the  remainder  of 
such  receipts  to  the  plant’s  Class  I  milk. 
Such  quantity  would  be  limited  to  6  per¬ 
cent  of  the  plant’s  Class  I  route  disposi¬ 
tion.  In  this  manner,  proponents 
claimed,  most  distributing  plsmt  opera¬ 
tors  would  be  able  to  have  at  least 
enough  producer  mUk  assigned  to  Class 
n  to  cover  the  so-called  "unavoidable” 
Class  n  uses  in  a  distributiiui  plant 
Thus,  it  was  contended,  handlers  gen¬ 
erally  would  have  the  same  cost  under 
the  order  for  a  limited  quantity  of  im- 
avoidable  Class  n  usage  at  distributing 
plants. 

The  proposal  of  the  multi-plant  han¬ 
dler  was  simported  by  handler  organi¬ 
zations  in  the  Connecticut  and  Boston 
markets,  althousdi  the  proponent  handler 
is  the  only  member  who,  imder  the  cur¬ 
rent  situaticm,  would  be  directly  affected 
by  the  proposal.  The  only  other  regulated 
handler  in  the  New  England  area  oper¬ 
ating  both  a  distributing  plant  and  a 
supply  plant  is  one  of  the  cooperative 
proponents  of  the  6  percent  “set-aside” 
provisi(m. 

The  assignment  provisions  of  the 
merged  order  sfiould  be  structured  in  a 
manner  which  will  promote  equity  among 
handlers  in  the  raw  product  cost  of  the 
limited  unavoidable  quantity  of  Class  n 
usage  at  city  distributing  idants.  The 
multi-plant  handler  presently  has  a  sig¬ 
nificantly  hifi^er  cost  for  Class  n  milk 
at  his  city  plants  than  competing  han¬ 
dlers.  This  is  attributable  in  part  to  the 
assignment  provisions  of  the  Boston  or¬ 
der  under  which  the  assignment  of  re¬ 
ceipts  from  producers  and  supply  plants 
at  distributing  plants  varies  depending  on 
whether  the  milk  from  a  supidy  plant  is 
from  the  handler’s  own  plant  or  from  an¬ 
other  handler’s  plant. 

Continuation  of  these  provisions  under 
the  merged  order  would  mean,  of  course, 
that  the  proponoit  handler  would  con¬ 
tinue  to  experience  higher  costs  than 
other  handlers  for  Class  n  milk  at  the 
city.  Without  aimr(H>riate  modification 
of  the  assignment  provisions  under  the 
merged  order,  this  proUem  would  be  ac¬ 
centuated  sihce  the  handler  would  for  aU 
practical  purposes  lose  the  ability  to  use 
Interorder  movemoits  of  Class  n  milk  to 
achieve  some  measure  of  relief.  Presently, 
the  handler  moves  milk  from  his  Aga¬ 
wam,  Massachusetts,  plant  that  is  po(ded 
under  the  Connecticut  order  to  his  Bos¬ 
ton  order  plant  at  Charlestown  on  a  re¬ 
quested  Class  n  basis.  Under  this  ar- 
rangonoit,  the  handlo:  is  able  to  obtain 
some  milk  tor  Class  n  use  at  the  Chaiies- 
town  plant  at  essentially  the  city  Class 
n  mice.  This  arrangonent  will  not  be 
available  to  the  handler  with  both  plants 
pooled  undm:  the  merged  order. 
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The  proponent  handler’s  preferred  the  expense  of  all  producers  in  the  mar>  Under  the  assignment  procedure 
method  of  resolving  the  proUem  should  ket  and  be  assigned  to  the  distributing  adopted  herein,  whereby  producer  re- 
not  be  adopted.  As  he  proposed,  milk  from  plant’s  Class  I  lise  In  situations  where  celpts  are  assigned  before  milk  from  sup- 
supply  plants  would  be  assign^  to  a  dls-  adequate  direct  receipts  fn»n  producers  ply  plants,  there  is  always  the  pos- 
trlbuting  plant’s  Class  I  use  prior  to  the  are  available  to  cover  such  plant’s  Class  slbllity  that  Class  I  uses  and  imavoldable 
assignment  of  producer  milk,  irrespective  I  use.  .  Class  n  uses  may  exceed  receipts  of 

of  who  <H)erat^  the  supply  plant.  While  The  opportunities  for  handlers  to  take  producer  wiut  To  Insure,  Insofar  as  pos- 
thls  woiild  result  in  the  uniform  ai^lica-  advantage  of  this  arrangement  are  much  sible,  that  all  handlers  who  are  receiving 
tion  of  the  assignment  provisions  to  all  greater  now  than  when  the  present  as-  both  producer  milk  and  supply  plant  milk 
city  plant  operators,  it  would  provide  an  signment  provisions  were  adopted.  Ehir-  have  a  comparable  cost  under  the  order 
even  greater  opportunity  than  now  for  Ing  the  early  period  of  the  Boston  order,  for  milk  involved  in  the  unavoidable 
imeconomlc  movements  of  country  plant  about  90  percent  of  the  milk  for  the  mar-  Class  n  uses,  the  order  should  provide 
milk  to  the  city  at  the  expense  of  the  ket  was  received  and  priced  at  country  for  assigning  a  limited  quantity  of  pro¬ 
pool  and  hence  all  producers  in  the  mar-  plant  locations.  There  were  at  least  12  ducer  receipts  to  the  distributing  plant’s 
ket.  handlers  operating  both  city  distributing  Class  n  use  before  assigning  the  re¬ 

in  additicm  to  pool  distributing  plants  plants  and  country  supply  plants  at  that  mainder  of  such  receipts  to  the  plant’s 
at  Charlestown  and  Agawam,  proponent  time.  With  many  handlers  operating  both  Class  I  utilization.  Such  quantity  should 
operates  five  supply  plants  pooled  under  types  of  plants,  there  was  considerable  be  limited  to  6  percent  of  the  plant’s 
the  present  Boston  order.  Milk  is  moved  opportunity  for  these  hanJUers  to  move  Class  I  route  disposition  or  the  remain- 
from  these  supply  plants  to  the  Charles-  milk  from  their  own  supply  plants  to  ing  Class  n  milk  at  this  point  in  the 
town  plant  not  only  for  Class  I  purposes  their  distributing  plants  for  Class  n  use  assignment  sequence,  whichever  is  less, 
but  for  Class  n  uses  as  Well,  hi  1972,  the  expense  of  the  pool.  Requiring  In  conjunction  with  assigning  receipts 
nearly  3  million  poimds  of  supply  plant  producer  receipts  at  the  distributing  from  pool  plants,  the  classification  of  in¬ 
milk  were  moved  to  the  Charlestown  plant  in  this  case  to  be  assigned  to  Class  terplant  transfers  by  agreement  between 
plant  and  assigned  to  the  distributing  I  iniik  before  assigning  country  plant  the  buying  and  selling  handlers  would 
plant’s  Class  n  utilization.  Such  move-  provided  a  necessary  safeguard  not  be  provided  under  the  merger  order, 

ments  amoxmted  to  over  5  million  pounds  agahist  unecbnomical  milk  movements.  If  the  order  permitted  handlers  to  trans¬ 
in  1973,  and  nearly  4.5  mnu»n  pounds  in  Today,  there  is  only  one  handler  op-  fer  milk  by  agreement,  they  could  use 
the  first  nine  months  of  1974.  In  addi-  crating  both  types  of  plants  under  the  such  movements  to  circumvent  the  in- 
tion  to  processhig  Class  n  products  at  the  Boston  order,  wid  only  two  handlers  tent  of  the  assignment  provisions 
Charlestown  plant,  the  handler  uses  pool  would  be  operating  in  this  manner  imder  adopted  herein. 

milk  at  his  nearby  nonpool  ice  cream  the  merged  order.  Although  only  about  9.  Location  adjustments  and  direct  de¬ 
plant  also  disposes  of  Class  n  wUk  40  percent  of  the  producer  milk  in  the  livery  differential.  The  pricing  provisions 
to  other  city  manufacturing  plants.  New  England  market  is  being  received  of  the  Boston  order  should  be  continued 
Adoption  of  the  handler’s  preferred  cPd  priced  at  country  plant  locations,  imder  the  merged  order  with  only  slight 
proposal  would  result  in  most  of  the  sup-  much  of  this  milk  may  be  brought  to  the  modification.  No  provision  should  be 
ply  plant  shipments  being  assigned  to  the  city  at  the  expense  of  the  pool  since  most  made  for  a  direct  delivery  differential. 
Charlestown  plant’s  Class  I  use.  Receipts  handlers  are  no  longer  subject  to  the  re-  The  present  Boston  announcement 
of  produced  milk  at  the  distributing  strictive  assignment  provisions  which  ap-  procedure  with  respect  to  the  Class  I, 
plant,  which  would  be  assigned  after  Piy  uu  movements  of  milk  between  plants  Class  U,  and  blended  prices  wbuld  be 
receipts  from  suimly  plants,  would  end  operated  by  the  same  handler.  provided  under  the  merged  order.  In  this 

up  being  assigned  to  the  city  plant’s  Class  It  is  appropriate  that  the  assignment  regard,  the  market  administrator  would 
n  utilization.  Such  assignment  of  milk  provisions  of  the  merged  order  apply  uni-  announce  such  prices  applicable  at  the 
would  result  In  a  lowering  of  the  total  formly  to  all  distributing  plant  operators.  201—210  mile  zone, 
value  of  milk  in  the  pooL  When  producer  However,  for  the  reasons  just  indicated.  As  adopted  herein,  Boston  would  be  the 
receipts  at  the  distributing  plant  are  receipts  of  producer  milk  should  be  as-  single  basing  point  for  determining  the 
assigned  to  Class  I,  the  applicable  order  signed  to  a  distributing  plant’s  Class  I  zone  location  of  plants,  as  is  now  the  case 
Class  I  price  for  such  milk  is  the  city  utilization  before  the  assignment  of  imder  the  Boston  order.  Even  though  the 
Cfiass  I  price.  When  the  supply  plant  milk  receipts  from  pool  plants.  To  the  extent  merged  order  would  not  designate  Hart- 
Is  assigned  to  Class  I.  the  price  that  at-  that  milk  from  other  pool  plants  is  as-  ford  as  a  basing  point  for  such  purpose, 
taches  to  the  handler’s  Class  I  utilization  signed  to  Class  I  milk,  such  milk  should  as  the  Connecticut  order  presently  pro- 
Is  the  Class  I  price  at  the  supply  plant(s)  be  assigned  in  sequence  according  to  the  vides,  this  will  pose  no  problems  in  pric- 
from  which  such  Class  !  milk  is  shipped,  zone  locations  of  the  shipping  plants,  ing  milk  at  various  locations  because  all 
At  a  plant  in  tiie  21st  zone,  this  price  is  beginning  with  the  plant  in  the  zone  pool  plants  now  regulated  under  the  Con- 
40  cents  per  hundredweight  less  than  at  nearest  to  Boston.  This  sequence  of  as-  necticut  order  are  located  in  the  “nearby 
the  city  imder  the  present  pricing  struc-  signing  rec^pts  at  a  city  plant  is  neces-  plant’’  zone.  Hence,  the  prices  at  such 
ture  of  the  Boston  order,  m  this  example,  sary  to  assure  the  minimum  cost  to  the  plants  would  not  be  dependent  upon  the 
the  pool  value  thus  would  be  lowered  by  pool  with  respect  to  interplant  move-  distance  of  the  plants  from  the  basing 
34.2  cents  for  each  hundredweight  of  ments.  point. 

Class  I  usage  at  the  city  plant  for  which  The  proponents  of  the  merged  order  For  pricing  purposes,  each  order  now 
producer  milk  is  displaced  with  milk  recognized  that  there' are  certain  Class  n  defines  a  “nearby  plant’’ zone.  Except  for 
from  the  zone  21  supply  plant.  (It  should  uses  of  milk  at  a  distributing  plant  that  several  plants  in  New  Htunpshire  and 
be  noted  that  the  pool  reduction  is  limited  afe  associated  with  the  processing,  pack-  Vermont,  these  zones  encompass  all  of 
to  34.2  cents  per  hundredweight,  rather  aging,  and  sale  of  fiuid  milk  products.  A  the  distributing  plants  regulated  under 
than  40  cents,  because  the  producer  milk  witness  for  proponents  testified  that  the  the  two  orders.  It  is  at  these  “city’’  plants 
assigned  to  Class  n  at  the  city  plant  is  production  of  U^t  cream,  the  disposal  of  that  the  highest  Class  I,  Class  H,  and 
priced  5.8  cents  per  hundredweight  above  route  returns,  and  plant  shrinkage  are  blended  prices  under  each  order  apply, 
the  zone  21  Class  n  price.)  basically  unavoidable  CHass  H  uses  at  As  proposed  by  the  coop«:*atives,  the 

The  order  should  not  encourage  the  pool  distributing  plants.  In  simport  of  his  nearby  plant  zone  under  the  merged 
shipment  of  supply  plant  milk  to  the  city  alternative  proposal,  the  multi-plant  order  should  include  all  areas  within  the 
unless  it  is  needed  there  for  fiuid  use.  handler  offered  an  exhibit  showing  a  de-  States  of  Massachusetts  (except  Berk- 
Tlils  is  not  the  effect,  however,  of  the  cur-  tailed  breakdown  of  the  consolidated  op-  shire  Coun^),  Rhode  isianH  and  Con- 
rent  assimment  provisions  now  appli-  erations  for  two  months  at  his  two  pool  necticut.  This  will  cover  AggoTiMaiiy  the 
cable  to  idrtually  all  handlers,  and  which  distributing  plants.  The  exhibit  indicates  same  areas  now  included  in  the  nearby 
are  proposed  to  be  applicable  to  the  that  such  unavoidable  Class  n  uses  at  plant  zones  of  ihe  individual  orders.  Ex¬ 
proponent  handler  as  well.  Such  provi-  these  idants  represented  about  6  percent  eluded,  however,  would  be  12  towns  in  the 
sions  permit  country  supply  plant  milk  to  of  the  Class  I  route  disposition  from  such  eastern  and  southern  parts  of  Berkshire 
be  moved  to  a  city  distributing  plant  at  plants.  County,  Massachusetts.  The  towns  of 
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Florida,  Savoy,  Windsor,  Peru,  Hinsdale, 
Washington,  Becket,  Otis  and  Sandis- 
field  are  now  in  the  Boston  nearby  plant 
zone.  The  towns  of  Mount  Washington, 
Sheffield,  New  Marlboro  and  Sandisfield 
are  in  the  Connecticut  nearby  plant  zone. 

No  plants  are  located  in  any  of  the  12 
towns.  Hence,  the  exclusion  of  these 
towns  will  have  no  impact  on  the  pricing 
of  milk  at  any  plant. 

Under  the  Boston  order  pricing  struc¬ 
ture,  herein  adopted,  the  zone  21  Class  I 
price  under  the  merged  order  will  be  the 
Minnesota-Wisconsin  price  for  the  sec¬ 
ond  preceding  month  plus  $2.58.  A  plus 
location  adjustment  of  40  cents  per  hun¬ 
dredweight  will  apply  at  plants  located 
in  the  nearby  plant  (city)  zone.  This  will 
result  in  a  Class  I  price  differential  for 
this  zone  of  $2.98,  the  same  as  is  now  ap¬ 
plicable  under  each  of  the  individual 
orders.  For  plants  located  between  zone 
21  and  the  city,  the  zone  21  Class  I  price 
will  be  increas^  at  the  rate  of  1.2  cents 
for  each  10 -mile  zone  nearer  Boston,  ex¬ 
cept  that  an  additional  16  cents  per 
himdredweight  is  added  at  the  boundary 
between  the  15th  and  14th  zones.  For 
plants  located  beyond  zone  21,  the  zone  21 
Class  I  price  Is  reduced  at  the  rate  of  1 
cent  for  each  10-mile  zone. 

The  same  structiure  of  location  adjust¬ 
ments  is  used  in  determining  the  appli¬ 
cable  blended  price  at  the  various  plant 
locations. 

The  zone  21  Class  n  price  under  the 
merged  order  will  be  the  Minnesota- 
Wisconsin  price  for  the  current  month, 
subject  to  certain  seasonal  price  adjust¬ 
ments  not  at  issue  ih  this  proceeding. 
This  ^  the  price  now  applicable  under 
the  individual  orders.  The  Class  n  price 
adjustments  now  effective  under  the 
Boston  order  are  continued  under  the 
merged  order.  Thus,  the  Class  n  price 
at  plants  in  the  nearby  zone  is  5.8  cents 
per  hundredweight  higher  than  the  Class 
n  price  at  the  21st  zone.  The  adjustment 
of  the  aimounced  Class  H  price  for  each 
10-mile  zone  varies  from  zone  to  zone, 
ranging  from  no  adjustment  to  0.6  of 
a  cent  per  hundredweight. 

In  contrast  to  the  imified  position  of 
the  cooperatives  on  virtually  all  other 
hearing  issues,  the  cooperatives  were  not 
in  agreement  as  to  what  location  adjust¬ 
ment  structure  should  apply  for  the  con¬ 
solidated  market.  Five  ot  the  coopera¬ 
tives  supporting  the  merger  lu^ed  that 
the  pricing  provisions  of  the  Boston  or¬ 
der  be  continued  without  change  (except 
for  the  minor  change  in  the  boundary 
of  the  nearby  plant  zone  already  noted) . 
The  other  three  cooperatives  advocating 
the  merger  proposed  changes  in  the  zone 
location  adjustment  structure  and  the 
adoption  of  a  direct  delivery  differential. 

Under  the  pricing  changes  proposed 
by  the  latter  three  cooperatives,  the  pres¬ 
ent  Class  I  price  at  the  21st  zone  would 
be  eontinued.  The  Class  I  price  at  plants 
in  the  nearby  plant  zone  would  be  the 
zone  21  price  plus  44  cents.  At  locations 
between  the  21st  zone  and  the  city  zone, 
the  Class  I  price  would  be  increased  for 
each  10-mile  zone  nearer  Boston  at  the 
rate  of  1.8  cents  per  himdredweight.  An 
additional  8  cents  per  hundredweight 


would  be  added  at  the  boundary  between 
the  15th  and  14th  zones.  At  plants  lo¬ 
cated  beyond  zone  21,  the  Class  I  price 
would  be  reduced  at  the  rate  of  1.3  cents 
for  each  10-mile  zone.  The  same  adjust¬ 
ments  also  would  apply  to  the  blended 
price  under  their  proposal. 

With  respect  to  Class  n  milk,  the  three 
cooperatives  proposed  that  the  location 
adjustments  now  applicable  under  the 
Boston  order  be  continued  except,  at 
plants  located  in  zone  14  or  a  nearer 
zone.  Because  of  the  proposed  applica¬ 
tion  of  a  6-cent  direct  delivery  differen¬ 
tial  at  such  plants  (as  described  below) . 
the  cooperatives  proposed  that  the  an¬ 
nounced  Class  n  price  for  the  21st  zone 
apply  at  such  plants  without  adjustment. 
The  net  effect  of  these  changes  would 
be  to  increase  the  order  cost  of  Class  n 
milk  at  plants  in  the  nearby  plant  zone 
by  0.2  of  a  cent  per  hundredweight.  At 
plants  in  zones  4  through  14,  the  cost 
per  hundredweight  would  be  increased 
from  1.5  cents  to  3.9  cents. 

In  conjunction  with  the  proposed 
chahges  in  the  location  adjustments,  the 
three  cooperatives  pr9Posed  that  han¬ 
dlers  be  required  to  pay  producers  a  6- 
cent  direct  delivery  differential  for  each 
hundredweight  of  milk  received  directly 
from  such  producers  at  plants  located  in 
zone  14  m  a  zone  nearer  Boston.  This 
would  include  all  distributing  plants  and 
cooperative  balancing  plants  now  pooled 
under  the  individual  orders.  This  differ¬ 
ential,  which  handlers  would  be  required 
to  pay  producers  over  and  above  the 
blended  price,  would  apply  to  all  such 
direct-ship  milk  irrespective  of  its  use. 

The  three  cooperatives  indicated  that 
their  proposed  changes  in  the  CHass  I 
and  blended  price  location  adjustments 
’are  necessary  to  reflect  the  current  cost 
of  hauling  milk  from  distant  plants  to 
the  city.  They  claimed  that  since  the 
adoption  of  the  present  rate  structure  in 
1967,  transportation  costs  have  increased 
significant^.  Because  of  this,  the  cooiier- 
atives  contended,  the  order  pricing  does 
not  now  properly  reflect  what  distribut¬ 
ing  plant  operators  must  pay  to  obtain 
milk  frmn  distant  supply  plants. 

Proponents  pointed  out  that  at  the 
time  the  present  location  adjustment 
provisions  were  adopted  under  the  Bos¬ 
ton  order,  the  “variable”  cost  of  hauling 
milk  was  1.2  cents  per  hundredweight 
per  10  miles,  which  is  the  zone  adjust¬ 
ment  rate  refiected  in  the  present  order. 
They  also  pointed  out  that  the  “fixed” 
hauling  cost  was  considered  to  be  10 
cents  per  hundredw^ht.  Proponents 
noted  that  the  16-cent  price  adjustment 
buiir  into  the  present  location  adjust¬ 
ment  structure  was  intended  to  refiect 
this  fixed  cost,  plus  a  6-cent  first  plant 
handling  charge. 

The  co(H>eratives  claimed  that  the  var¬ 
iable  hauling  cost  now  being  experienced 
in  the  New  England  area  is  1.8  cents  per 
10  miles.  They  indicated  that  the  fixed 
cost,  (m  the  other  hand,  has  decreased 
somewhat.  Although  recognizing  that 
their  data  would  suggest  a  fixed  cost  of 
6.4  cents  per  hundredweight,  ixroponents 
urged  that  the  order  refiect  a  fixed  cost 
of  8  cents  to  accommodate  anticipated 


increases  in  truckers’  expenses.  The  co¬ 
operatives  contended  that  on  the  basis 
(ff  this  cost  experience  the  Class  I  and 
blended  price  location  adjustments  be¬ 
tween  zone  21  and  the  city  zone  should 
be  established  at  a  rate  of  1.8  cents  per 
10  miles  plus  a  price  adjustment  of  8 
cents  at  the  boundary  between  the  14th 
and  15th  zones. 

The  three  cooperatives  proposed  that 
the  first  plant  handling  charge  in  the 
present  rate  structure  be  replaced  with 
a  direct  delivery  differential.  Ihey 
claimed  that  this  would  be  more  in  line 
with  the  current  pricing  arrangements 
under  other  orders  in  the  northeast.  They 
noted  that  both  the  New  York-New  Jer¬ 
sey  and  Middle  Atlantic  orders  provide 
for  the  payment  of  a  direct  delivery  dif¬ 
ferential  by  handlers.  Also,  the  coopera¬ 
tives  suggested  that  the  direct  delivery 
differential  would  encourage  the  move¬ 
ment  of  milk  directly  from  farms  to  city 
plants^,  which  they  claimed  is  more  effi- 
cieht  than  moving  the  milk  through 
supply  plants. 

Although  a  first  plant  handling  charge 
would  not  be  refiected  in  their  proposed 
location  adjustment  rate  structure,  the 
cooperatives  contended  that  distributing 
plant  operators  still  would  have  to  pay  at 
lease  a  6-cent  per  hundredweight  han¬ 
dling  charge  on  milk  obtained  frcun  sup¬ 
ply  plants.  They  pointed  out  that  such 
a  charge,  when  added  to  the  proposed 
44-cent  location  adjustment  for  the 
nearby  plant  zone,  would  make  the  actual 
cost  of  Class  I  supply  plant  milk  received 
at  city  plants  50  cents  per  hundredweight 
greater  than  at  plants  in  the  21st  zone. 
The  cooperatives  indicated  that  with  the 
proposed  6-cent  direct  deUvefy  differ^- 
tial,  which  would  be  applicable  at  all 
plants  in  zone  14  or  a  nearer  zone,  a 
handler’s  total  cost  of  Class  I  direct-ship 
milk  from  producers  at  the  city  also 
would  be  50  cents  (44-cent  location  ad¬ 
justment  idus  6-cent  direct  delivery  dif¬ 
ferential)  over  the  zone  21  Class  I  price. 
Proponents  claimed  that  through  the  use 
of  the  direct  d^very  differential  the  cost 
of  Class  I  milk  at  distributing  plants 
would  be  essentially  the  same  whether 
the  milk  was  obtain^  from  supply  plants 
or  directly  from  producers,  including  re¬ 
ceipts  from  cooperatives  acting  as  bulk 
tank  handlers. 

Opposition  to  these  proposed  pricing 
changes  was  largely  in  terms  of  what  the 
anticipated  impact  would  be  on  the  com¬ 
petition  for  milk  supplies  in  the  State 
of  New  York.  Two  New  York  based  co¬ 
operatives  with  members  shipping  to  New 
England  handl«:s  indicated  that  there 
is  a.  substantial  overlapping  of  the  New 
England  and  New  York-New  Jersey 
milksheds  in  eastern  New  York.  The  co¬ 
operatives  claimed  that  the  proposed 
pricing  changes  would  further  aggravate 
what  they  consider  to  be  an  unsatisfac¬ 
tory  cmnpetitive  situation  for  Order  2 
handlers.  They  contended  that  producers 
in  New  York  who  are  shipping  to  New 
England  handl«-s  already  are  receiving 
a  higher  blended  price  than  neighboring 
producers  whose  milk  is  pooled  under 
Order  2.  It  was  the  position  of  opponents 
that  an  Increase  in  the  city  Cfiass  I  price. 
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plus  the  application  of  a  direct  delivery 
differential,  would  make  it  even  more  dif¬ 
ficult  for  Order  2  handlers  In  eastern  New 
York  to  maintain  an  adequate  sui^ly  of 
milk  for  fluid  use  since  more  New  York 
milk  presumably  would  be  attracted  to 
the  New  England  market. 

This  position  was  supported  by  three 
Order  2  proprietary  handlers  located  in 
eastern  New  Vork.  The  witness  for  these 
handlers  indicated  that  their  procure¬ 
ment  area  has  had  to  be  shifted  west¬ 
ward  as  more  and  more  of  the  milk  pro¬ 
duction  in  eastern  New  York  shifted  to 
plants  pooled  under  the  New  England 
orders. 

A  handler  organization  in  Connecticut 
also  opposed  the  pricing  changes.  It  was 
their  contention  that  since  all  milk  sup¬ 
plies  now  associated  with  the  Connecticut 
market  are  already  moving  to  distribut¬ 
ing  plants  on  a  direct-ship  basis,  there 
is  no  need  for  an  additional  incentive, 
such  as  the  direct  delivery  differential, 
for  milk  to  be  moved  in  this  manner. . 

The  handler  organization  in  the  Bos¬ 
ton  market,  on  the  other  hand,  supported 
the  proposal  for  a  revised  location  adjust¬ 
ment  rate  structure.  No  position  was  ex¬ 
pressed,  however,  regarding  the  proposed 
direct  delivery  differential. 

There  are  several  considerations  that 
lead  to  the  conclusion  that  the  pricing 
changes  proposed  by  the  three  coopera¬ 
tives  should  not  be  adopted.  For  one 
thing,  the  higher  value  that  would  be  ac¬ 
corded  by  the  order  to  Class  I  milk  at 
pool  distributing  plants  cannot  be  Justi¬ 
fied  under  the  present  supply  conditions. 
The  proposal  would  increase  the  present 
Class  I  price  that  applies  throughout  the 
nearby  plant  zone  by  4  cents  per  him- 
dredweight.  The  direct  delivery  differen¬ 
tial  would  increase  this  value  by  another 
6  cents.  Thus,  handlers  in  the  city  zone 
would  be  paying  an  additional  10  cents 
per  himdredweight  for  Class  I  milk  re¬ 
ceived  from  producers  and  cooperatives 
acting  as  bulk  tank  handlers.  In  1974, 
such  Class  I  milk  in  the  Boston  and  Con¬ 
necticut  markets  combined  totaled  2,074 
million  pounds.  This  represented  70  per¬ 
cent  of  all  Class  I  producer  milk  in  the 
combined  areas,  and  44  percent  of  all 
producer  milk  priced  under  the  two  or¬ 
ders  that  year.  With  76  percent  of  the 
producer  milk  received  in  the  city  zone 
being  used  in  Class  I,  the  10-cent  higher 
value  for  Class  I  milk  would  translate  to 
an  increase  in  returns  to  those  producers 
shipping  to  city  zone  plants  of  over  7 
cents  per  himdredweight. 

It  is  noteworthy  that  in  1974  an  addi¬ 
tional  615  million  pounds  of  Class  I  pro¬ 
ducer  milk  were  received  at  plants  lo¬ 
cated  in  zones  4  through  20.  Ihis  quantity 
comprised  an  additional  21  percent  of 
the  Class  I  producer  milk  under  the  two 
orders.  The  changes  in  location  adjust¬ 
ments  for  these  zones  proposed  by  pro¬ 
ponents,  in  conjunction  with  their  pro¬ 
posed  6-cent  direct  jielivery  differential 
in  zones  4-14,  would  result  in  handlers 
in  these  zones  paying  additional  amounts 
for  Class  I  milk  ranging  from  0.6  of  a 
cent  in  zone  20  to  8.2  cents  per  hundred¬ 
weight  in  zone  4. 
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The  present  supply-demand  relation¬ 
ship  in  the  New  England  area  does  not 
suggest  that  additional  returns  to  pro¬ 
ducers  are  needed  to  assure  an  adequate 
supply  of  milk  for  fluid  use.  In  1974,  the 
Class  I  utilizaticm  of  all  producer  milk 
in  the  Boston  and  Connecticut  markets 
combined  was  63  percent.  In  the  indi¬ 
vidual  areas,  such  utilization  was  59  per¬ 
cent  for  Boston  and  72  percent  for  Con¬ 
necticut.  Thus,  even  in  the  Connecticut 
segment  of  the  proposed  New  England 
market,  milk  supplies  would  appear  to 
be  adequate.  There  was  no  indication  by 
Connecticut  handlers  that  there  has  been 
a  shortage  of  milk  for  fluid  use. 

Even  without  a  price  increase,  han¬ 
dlers  in  the  city  zone  should  have  nu 
trouble  procuring  sufficient  suimlies  of 
milk.  Because  of  the  higher  Class  I  price 
and  greater  Class  I  utilization  of  milk 
in  New  England  relative  to  the  Order  2 
market.  New  England  handlers  have  a 
significant  competitive  advantage  over 
Order  2  handlers  in  the  procurement  of 
milk.  Milk  is  being  moved,  for  example, 
through  a  reload  point  fnun  the  heavy 
production  area  around  Delhi  (Delaware 
County),  New  York  to  the  Connecticut 
market.  Delhi  is  approximately  235  miles 
(24th  zone)  from  Bostqn.  On  this  basis, 
and  using  price  data  for  July  1974,  the 
blended  price  under  the  Boston  order  at 
the  Delhi  reload  point,  had  it  been  a 
plant,  would  have  been  $7.93.  By  com¬ 
parison,  the  New  York-New  Jersey  blend 
price  at  that  locaticm  was  $7.73.  More¬ 
over,  under  the  merger  this  difference 
presumably  would  be  even  greater.  One 
cooperative  association  witness  esti¬ 
mated  that  had  the  merger  been  in  effect 
in  July  1974  the  Boston  blended  price 
would  have  been  15  cents  higher.  Also, 
with  Delhi  being  about  145  miles  from 
Hartford,  fluid  outlets  in  Connecticut  are 
much  closer  to  Delhi  than  Boston.  The 
much  lower  hauling  cost  that  would  be 
involved  on  direct-ship  milk  would  pro¬ 
vide  Delhi  area  producers  an  additional 
opportunity  for  still  higher  returns. 

The  Delhi  situation  merely  serves  as 
an  illustration  of  the  competitive  ad¬ 
vantage  that  New  England  handlers  can 
be  expected  to  have  in  the  procurement 
of  milk  in  the  State  of  New  Yort.  Al¬ 
ready,  substantial  quantities  of  New 
York  productiim  are  being  associated 
with  the  present  New  England  markets. 
In  1974,  over  38  percent  of  the  producer 
milk  pooled  under  the  Connecticut  order 
was  produced  on  New  York  farms.  In 
the  Boston  market,  nearly  21  percent 
of  the  producer  milk  came  from  New 
York.  If  distributing  plant  operators  in 
New  England  should  have  need  for  addi¬ 
tional  milk,  such  milk  should  be  readily 
obtainable  from  the  New  York  produc¬ 
tion  area  under  the  existing  price  struc¬ 
ture.  This  should  be  particularly  true  for 
Connecticut  handlers,  who  are  much 
closer  to  the  New  York  supply.  There  is 
no  valid  foundation  for  the  apprehen¬ 
siveness  of  Connecticut  handlers,  as 
noted  under  Issue  1,  regarding  sufficient 
milk  supplies  under  the  merged  order. 

As  indicated  earlier,  certain  New  YmiE 
based  cooperatives  opposed  any  price  in¬ 


crease  on  the  basis  that  this  would  cause 
more  milk  to  shift  -from  the  Order  2 
market  to  the  New  England  market.  Al¬ 
though  the  pri^posed  price  changes  are 
not  adi^ted,  it  is  not  for  the  purpose  of 
discouraging  the  procurement  of  New 
York  milk  by  New  England  handlers. 
There  already  appeal^  to  be  enough  price 
incentive  to  encourage  the  shifting  of 
additional  milk  supplies  to  the  New  Eng¬ 
land  area.  Normal]^,  producers  tend  to 
seek  those  outlets  for  milk  that  net  them 
the  highest  returns  on  their  production. 

If  plants  in  the  New  England  market 
represent  the  most  remunerative  outlets 
for  New  York  producers,  such  producers 
can  be  expected  to  take  advantage  of 
this  situation  to  the  extent  that  they  are 
able  to  And  a  New  England  handler  will¬ 
ing  to  buy  their  milk. 

If  there  were  justlflcation  for  increas¬ 
ing  the  location  adjustment  rate,  as  the 
three  cooperatives  contended,  consider¬ 
ation  could  be  given,  of  course,  to  retain¬ 
ing  the  present  Class  I  price  level  at  the 
city  zone  ancl  reducing  the  present  prices 
at  the  distant  locations.  Using  propo¬ 
nents’  suggested  price  difference  between 
the  city  and  zone  21,  this  procedure  would 
result  in  a  zone  21  Class  I  price  10  cents 
below  the  present  level.  This,  of  course, 
would  change  the  present  relationship 
of  Class  I  prices  under  Order  2 
and  the  New  England  orders  at  the 
201-210  mile  zone.  Proponents  held 
that  this  price  relationship  has  been 
foimd  appropriate  and  should  not  be 
changed. 

Aside  from  this  point,  serious  question 
must  be  raised  as  to  whether  there  is, 
in  fact,  justiflcation  for  changing  the 
present  location  adjustments  irrespective 
of  how  the  changes  might  be  imple¬ 
mented.  It  has  been  common  practice  in 
New  England  to  have  the  price  adjust¬ 
ments  reflect  not  only  the  variable  cost 
.  of  hauling  bulk  milk  but  the  fixed  cost 
as  well,  plus  a  flrst  plant  handling  charge. 
In  other  federally-regulated  markets, 
only  the  variable  cost  is  reflected.  This 
tends  to  provide  a  degree  of  restraint  on 
unneeded  movements  of  milk  from  supply 
plants. 

The  present  pricing  scheme  in  New 
England  is  an  outgrowth  of  the  past 
heavy  reliance  of  distributing  plants  on 
milk  from  supply  plants.  As  much  as  90 
percent  of  the  pool  milk  during  the  early 
days  of  the  Boston  order  moved  through 
supply  plants.  Today,  less  than  40  per¬ 
cent  of  the  producer  milk  that  will  be 
pooled  under  the  merged  order  is  re¬ 
ceived  at  supply  plants,  and  a  further 
decline  can  be  expected.  As  was  noted  by 
witnesses  supporting  the  proposed  price 
changes,  it  is  more  efficient  to  move  milk 
directly  from  the  farm  to  distributing 
plants  than  through  supply  plants. 

It  is  recognized  that  hauling  costs  have 
increased  since  the  present  location  ad¬ 
justment  provisions  were  adopted.  The 
data  offered  by  the  proponent  coopera¬ 
tives  suggest  that  the  variable  hauling, 
cost  is  nov^  l.g  cents  per  hundredweight 
for  each  10  miles.  A  rate  of  1.5  cents  per 
10  miles  is  now  the  commonly  used  rate 
in  most  Federal  order  markets,  not  only 
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for  establishing  price  adjustments  on  an 
intramarket  basis  but  for  aligning  prices 
between  markets.  The  location  adjust* 
ments  now  applicable  in  New  England, 
which  would  be  continued  imder  the 
merged  order,  are  in  effect  providing  han¬ 
dlers  a  transportation  rate  on  much  of 
the  supply  plant  milk  of  2  cents  per  10- 
miles.  In  view  of  the  apparent  adequacy 
of  milk  supplies  at  distributing  plants, 
there  is  no  justification  for  adoption  of 
a  higher  transportation  rate  under  the 
order. 

10.  Point  of  pricing  for  diverted  milk. 
Producer  milk  diverted  from  a  pool  plant 
to  another  pool  plant  or  to  a  nonpool 
plant  should  be  priced  at  the  location 
of  the  plant  to  which  the  milk  is  di¬ 
verted. 

Under  the  Boston  order,  milk  that  is 
diverted  fnun  pool  plants  in  zone  14  or 
a  nearer  zone  to  a  plant  in  any  pricing 
zone  more  distent  than  zone  14  is  priced 
at  the  plant  to  which  the  milk  is  di¬ 
verted.  m  the  case  of  other  diversions, 
the  milk  is  priced  at  the  location  of  the 
plant  frcnn  which  diverted.  The  Connec¬ 
ticut  order,  on  the  other  hand,  prices  all 
diverted  milk  at  the  location  of  the  pool 
plant  from  which  the  milk  is  diverted. 
Both  orders  permit  milk  to  be  diverted 
from  any  pool  plant. 

The  cooperatives  '  advocating  the 
merger  urg^  that  the  present  Boston 
order  provisions  for  pricing  diverted  milk 
be  retained.  They  indicated  that  when 
file  diversion  results  in  a  substantial  sav¬ 
ings  in  hauling,  the  diverted  milk  should 
be  priced  at  the  plant  to  which  diverted. 
It  was  their  cont^tlon  that  when  milk 
is  moved  directly  from  distant  farms  to 
manufactmlng  plants  located  nearby 
raiher  than  to  city  plants,  the  producers 
involved  approprlat^y  should  not  receive 
the  city  prloe  for  their  milk  since  they 
did  not  actually  incur  the  farm-to-cen- 
tral  market  cost  of  hauling.  Proponents 
recognized  that  with  a  continuation  of 
the  Boston  order  provisions  not  all  diver¬ 
sions  would  be  priced  at  the  plant  of 
physical  receli^.  They  claimed,  however, 
that  only  a  small  quantity  (ff  diverted 
milk  is  now  priced  at  the  plant  fitun 
which  diverted,  and  that  the  price  im¬ 
pact  on  the  pool  is  minimal  since  the 
total  price  differences  between  the  zones 
involved  are  small. 

A  modlflcaslon  of  the  Boston  pricing 
arrangement  was  proposed  by  a  handler 
who  operates  a  distributing  plant  imder 
each  of  the  two  orders.  Both  plants  are 
located  in  the  nearby  plant  pricing  zone. 
The  handler  propo^  that  during  the 
months  of  Ap^  May  and  Jime  a  limited 
quantity  of  milk  diverted  from  these 
^tmts  to  plants  beyond  zone  14  be  priced 
at  the  location  of  the  diverting  plant. 
Such  limit  would  be  set  at  15  percent  of 
ihq  distributing  plant’s  producer  receipts 
during  the  month,  including  diverted 
milk. 

In  support  of  the  proposal,  the  han¬ 
dler  indicated  that  when  milk  is  diverted 
from  the  nearby  plant  zone  to  a  country 
plant  where  it  is  priced,  the  producer 
still  orpects  to  receive  the  higher  city 
blended  price  for  his  milk.  Proponent 
claimed  that  while  it  has  been  a  custom¬ 


ary  practice  to  pay  the  city  price  in 
this  situation,  there  is  a  monetary  loss 
to  the  handler  equal  to  the  difference 
between  the  blended  prices  for  the  two 
zones.  Only  when  there  is  a  savings  in 
the  cost  of  hauling  the  diverted  milk 
does  the  handler  recoup  any  of  this  loss. 

The  handler  pointed  out  that  the  spe¬ 
cial  pricing  arrangement  for  April,  May 
and  June  would  recognize  the  particular 
surplus  disposal  problems  during  the 
three  months  of  heaviest  milk  produc¬ 
tion.  It  was  noted  that  during  these 
months  the  manufacturing  plants  in  the 
nearby  plant  zone  are  normally  filled  to 
capacity.  Because  of  this,  some  of  the 
milk  associated  with  the  handler’s  dis¬ 
tributing  plants  must  be  diverted  diuing 
these  months  to  distant  plants  for  man¬ 
ufacturing.  The  handler  indicated  that 
the  problon  is  particularly  acute  on 
weekends  when  the  distributing  plants 
do  not  process  milk  for  one  day.  It  was 
in  recognition  of  this  that  the  handler 
asked  for  special  pricing  for  up  to  15  per¬ 
cent  of  the  distributing  plant’s  producer 
receipts.  Such  amount,  the  handler 
claimed,  would  roughly  cover  the  amoimt 
of  producer  milk  that  the  handler  must 
move  elsewhere  on  the  non-bottUng 
days. 

This  proposed  modification  of  the 
Boston  pricing  arrangement  was  sup¬ 
ported  by  handler  organizations  in  the 
Connecticut  and  Boston  Regional  mar¬ 
kets. 

As  under  the  Individual  orders,  han¬ 
dlers  should  be  pomitted  under  the 
merged  order  to  divert  producer  milk 
from  pool  plants  to  other  plants.  Such 
an  arrangement  will  continue  to  permit 
the  orderly  and  efficient  disposition  of 
the  market’s  reserve  milk  supplies.  When 
producer  milk  is  not  needed  at  pool  plants 
for  fiuid  use,  its  movement  to  xmregu- 
lated  plants  for  manufacturing  without 
loss  of  producer  milk  status  will  be  ac¬ 
commodated.  Also,  wh«i  milk  of  pro¬ 
ducers  is  diverted  frcun  the  po(d  plant  of 
normal  receipt  to  other  pool  plmits,  the 
diverting  handler  will 'be  able  to  retain 
those  producers  on  his  payroll  and  main¬ 
tain  his  stat\is  as  the  accountable  han¬ 
dler  for  the  milk. 

The  merged  order  should  provide,  how¬ 
ever,  that  all  diverted  milk  be  priced  at 
the  idant  where  it  is  ph3rslcally  received 
This  comports  with  the  basic  intent  of 
the  Act  that  milk  be  priced  at  the  loca¬ 
tion  of  the  plant  of  actual  receii^ 
Through  this  means,  such  milk  will  be 
priced  \mder  the  order  in  accordance 
with  its  actual  location  value. 

For  accoimtablllty  purposes,  diverted 
milk  is  considered  to  have  been  received 
by  a  handler  at  the  plant  from  which  the 
milk  is  diverted.  This,  of  cpurse,  is  not 
the  plant  where  the  milk  is  actusdly  re¬ 
ceived.  The  physical  receipt  of  the  milk 
at  a  idant  occurs  at  the  plant  to  which 
the  milk  is  diverted.  From  a  practical 
standpoint,  this  diverted  milk  is  indis¬ 
tinguishable  from  receipts  of  milk  at 
that  plant  directly  fnun  dairy  farmers. 
In  the  case  of  both  types  of  receipts,  the 
milk  is  trucked  directly  from  the  farm 
to  the  plant  where  it  is  physically  re¬ 
ceived.  Because  of  this,  there  is  no  basis 


for  according  different  values  to  the  milk. 
Both  types  of  receipts  have  the  same  lo¬ 
cation  value  to  the  operator  of  that 
plant. 

The  location  adjustments  under  the 
present  orders  refiect  the  fact  that  pro- 
’  ducer  milk  received  at  plants  at  the  mar¬ 
ket  center  has  a  greater  value  to  han¬ 
dlers  than  milk  received  at  country 
plants.  Accordingly,  producers  delivering 
milk  directly  to  city  plants  receive  the 
blended  price  applicable  at  that  location 
while  th^  delivering  to  country  plants 
receive  a  lower  blended  price. 

So  that  the  proper  location  value  will 
attach  to  diverted  milk,  such  milk 
should  be  priced  at  the  location  of  the 
plant  where  it  is  physically  received,  l.e., 
the  plant  to  whi^  the  milk  is  diverted. 
In  the  case  of  diversions  to  po(d  plants, 
this  will  accord  such  milk  the  same  lo¬ 
cation  value  that  direct  receipts  of  pro¬ 
ducer  milk  have  at  the  location  of  that 
plant.  Similarly,  when  producer  milk  is 
received  at  a  nonpool  plant  as  diverted 
milk,  its  location  value  will  be  the  same 
as  that  for  milk  delivered  by  producers 
to  a  pool  plant  at  that  same  location. 

In  addition  to  prcH^erly  recognizing  the 
location  value  of  diverted  milk,  this  pric¬ 
ing  arrangement  also  will  rmove  the 
possibility  of  a  pool  subsidy  which  can 
accrue  to  certain  producers  when  their 
diverted  milk  is  priced  at  the  plant  fnxn 
which  diverted.  When  milk  is  not  needed 
at  the  city,  handlers  normally  divert  to 
country  manufactmlng  plants  the  milk 
of  those  producers  located  some  distance 
from  the  central  maricet.  In  sm^  case, 
there  is  a  considerable  savings  in  hauling 
costs.  Payment  of  the  Mended  price  iq>- 
pllcable  at  the  cily  plant  from  which  the 
milk  was  diverted,  howev«r,  accords  an 
unwarranted  value  to  such  milk,  nils 
value  comes  from  the  pool,  and  results 
in  a  lower  blended  price  to  producers  in 
general.  This  is  not  an  equitable  ar¬ 
rangement  for  producers  in  the  mariiet. 

Adoption  of  the  handler  proposal  for 
special  pricing  for  milk  diverted  durhig 
April,  May  and  June  would  be  incon¬ 
sistent,  of  course,  with  the  general  con- 
c^t  jtist  outlined  for  pricing  milk  at  the 
location  of  the  plant  where  it  is  physi¬ 
cally  received.  The  evidence  concerning 
the  handler’s  operations  does  not  indi¬ 
cate  that  there  are  overriding  considera¬ 
tions  that  warrant  milk  being  priced  at 
the  plant  from  which  diverted,  event  with 
respect  to  a  very  limited  quantity  of 
milk.  In  any  event,  it  appears  from  the 
record  that  the  handler  already  has  ade¬ 
quate  means  for  mlnlmlging  handling 
costs  on  his  surplus  milk. 

The  handler  operates  a  number  of 
plants  in  the  area.  In  addition  to  the 
two  pool  distributing  plants,  the  han¬ 
dler  also  operates  several  pool  supply 
plants,  some  with  manufactmlng  facili¬ 
ties.  The  handler  also  has  three  non¬ 
pool  ice  cream  plants,  two  of  which  are 
located  near  his  pool  distributlmr  plants. 
One  of  the  distributing  plants  is  gen¬ 
erally  suMilied  with  direct-ship  milk 
from  luroducers,  much  of  udiich  origi- 
,  nates  frmn  induction  areas  outside 
zcme  14.  The  other  distributing  plant  re¬ 
ceives  about  15  percent  of  its  milk  sup- 
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ply  from  direct-ship  iMPducera.  Again, 
much  of  this  comes  from  distant  produc¬ 
tion  areas.  The  remainder  of  the  supply 
comes  from  distant  supply  plants. 

Although  detailed  figures  on  the  han¬ 
dler’s  operations  are  not  in  the  record,, 
it  is  likely  that  more  milk  is  beiii«  as¬ 
sociated  on  a  regular  basis  with  the 
handler’s  pool  distributing  plants  than 
is  needed  for  Class  I  use.  This  additional 
milk  is  either  processed  at  the  distribut¬ 
ing  plants  or  diverted  to  the  handler’s 
nearby  ice  cream  plants  or  to  other 
nearby  manufacturing  plants  for  Class 
nuse. 

As  indicated,  much  of  the  milk  re¬ 
ceived  at  one  of  the  handler’s  distribut¬ 
ing  plants  comes  from  supply  plants. 
During  the  heavy  productkm  months, 
enough  of  this  milk  seemingly  could  be 
held  up-country  to  relieve  the  handler’s 
need  for  diverting  direct-ship  milk  from 
his  distributing  plants  to  distant  manu¬ 
facturing  plants. 

An  additional  facet  of  the  handler’s 
(derations  also  should  be  noted.  Some 
of  the  direct-ship  milk  received  at  the 
handler’s  distributing  plants  is  produced 
in  Vermont  near  country  manufactur¬ 
ing  plants.  It  is  reasonable  to  presume 
that  it  would  be  some  of  this  tnllk  that 
Is  diverted  during  the  spring  months 
since  there  would  be  a  substantial  sav¬ 
ings  in  hauling.  Should  such  milk 
priced  under  the  order  at  the  city  plant 
from  which  diverted,  as  the  handler  pro- 
poeed._  the  producers  involved  would  be 
reerivlng  a  mice  intmded  to  cover 
hauling  costs  that  in  fact  were  not  in¬ 
curred.  Such  tdiould  not  be  permitted  at 
ttie  expense  of  the  pool. 

It  cannot  be  concluded  under  ttiese 
various  circumstances  that  special  con¬ 
sideration  should  be  given  to  the  han¬ 
dler’s  problems  of  handling  sini)lus  milk 
as  were  outlined  at  the  hearing.  The 
varied  nature  of  the  handler’s  supply 
arrangements  for  the  distributing  plants 
should  provide  the  handler  with  suffi¬ 
cient  fl^bility  to  minimise  costly  han¬ 
dling  arrangements.  Accordingly,  the 
proporal  is  denied. 

11.  The  Connecticut  order  differential. 
The  special  classification  and  pricing 
arrangement  that  now  exists  between  the 
Connecticut  and  New  York-New  Jersey 
order  for  imi^ementing  the  “Connecti¬ 
cut  order  differential’’  should  not  be  pro¬ 
vided  under  the  merged  order.  Ih  this 
connection,  however,  the  order  should 
provide  that  a  dairy  farmer  whose  wnir 
is  diverted  from  the  New  England  mar¬ 
ket  to  another  Federal  order  market  for 
Class  1  use  shall  not  be  a  producer  uz^er 
the  merged  order  with  respect  to  such 
diverted  milk. 

Since  the  inception  of  the  Connecticut 
order  in  19Sg,  a  special  classification  and 
pricing  arrangement  has  prevailed 
Order  15  and  Ch*di»  2  with  respect  to 
bulk  milk  tcanaferred  or  diverted  from 
an  Order  15  pool  plant  to  an  Ordo:  2 
pool  plant.  Presently,  tb«  Cmmecticut 
order  provides  that  unless  the  miiit  ki 
classified  as  Class  I-D  under  Order  2 
such  totexmarket  movements  be 
classified  as  Class  n  wii*,  irrespective 
of  whether  the  milk  was  assigned  to 


Class  n  or  Class  I-A  tmder  Order  2.  ’The 
Connecticut  handler  is  held  accountable 
tmder  Order  15  for  such  mtBc  at  the  Class 
II  price. 

The  complementary  provisions  of 
Order  2  proride  that  such  miiic  received 
at  the  Order  2  plant  shall  be  assigned 
to  the  extent  possible  to  that  plant’s 
Class  n  utilization.  If  any  of  the  milk  is 
assigned  to  Class  I-A,  the  Order  2  plant 
operator  must  pay  to  the  Order  2  pool 
an  amount  equal  to  the  “Connecticut 
order  differentlar’  times  the  hundred¬ 
weight  of  the  Class  I-A  milk.  Such  dif¬ 
ferential  is  equal  to  the  difference  be¬ 
tween  the  Order  15  Class  n  price  and  the 
Order  2  Class  I-A  price. 

This  special  arrangement  was  adopted 
to  accommodate  the  disposal  of  milk-  sur- 
phzB  to  the  fluid  needs  of  the  Connecticut 
market.  During  the  early  period  of  the 
Connecticut  order,  relatively  limited 
manufacturing  capacity  was  available  in 
Connecticut  for  handling  the  market’s 
imneeded  milk  supplies.  Because  of  this, 
it  was  at  times  convenient  to  transfer  or 
divert  Connecticut  pool  milk  produced  in 
nearby  New  York  State  to  local  New 
York  distributing  plants.  Such  milk, 
when  used  in  Class  I-A,  would  displace 
Order  2  pool  milk  that  otherwise  would 
be  moved  in  from  more  distant  sources. 
So  that  this  replacement  of  Order  2  pro¬ 
ducer  milk  with  Connecticut  pool  milk 
would  not  have  an  adverse  impact  on  the 
returns  to  Order  2  producers,  the  special 
classification  and  pricing  arrangement 
between  the  two  orders  was  adopted. 
Such  provisions  were  devel(g?ed  with  the 
concurrence  of  producer  groups  in  both, 
markets.  ' 

A  proposal  to  provide  this  special  ar¬ 
rangement  under  the  merged  order  was 
made  by  three  New  York  based  coopera¬ 
tives  that  also  market  milk  in  the  New 
England  area.  It  was  also  supported  by 
the  proponents  of  the  merged  order. 

Proponents  claimed  that  the  special 
provisions  continue  to  serve  the  orderly 
and  efficient  handhng  of  mfik  is  in 
excess  of  the  fluid  needs  of  the  Connecti¬ 
cut  market,  and  that  they  would  serve 
the  same  function  imder  the  merged 
order.  The  cocgieratives  pointed  out  that 
the  Connecticut  pool  milk  that  moves  to 
the  Order  2  distributing  plants,  however, 
displaces  the  normal  Order  2  producer 
suivly  needed  at  those  plants.  When  this 
milk  is  assigned  to  Class  I-A,  they 
claimed,  it  results  in  an  equivalent  quan¬ 
tity  of  Order  2  pool  milk  being  n-«saigrn«ri 
to  Class  n  rather  than  to  Class  I-A.  The 
cooperatives  Indicated  that  in  the  ab¬ 
sence  of  the  Connecticut  order  differ¬ 
ential  this  would  result  in  a  |q 

returns  to  Order  2  producers. 

Hie  adt^tion  of  these  special  classifi¬ 
cation  proviskms  in  the  merged  or<ter 
would  necessarily  mean,  of  course,  an 
abandonment  of  the  classification  pro¬ 
cedure  now  applicable  under  the  Boston 
order  to  Intermarket  movements  (rf  bulk 
milk.  The  Boston  order  provides  that 
transfers  or  diverskms  of  bulk  milk  to  a 
plant  regulsUed  under  another  (xrder  ^uOl 
be  cTastlfled  in  the  class  or  ciasaes  to 
which  the  milk  is  assigned  under  the 
oth^  order.  Under  the  New  York-New 


Jersey  order,  such  receipts  are  assigned 
to  C^s  n  milk  to  the  extent  a  cja-ss  n 
classiflcatlon  is  requested  and  there  is 
sufficient  Class  n  use  remaining  at  the 
receiving  plant  to  cover  the  request. 
Otherwise,  such  other  order  receipts  are 
assigned  at  the  Order  2  plant  pro  rata  to 
toe  plant’s  remaining  Class  I  and  Class 
n  utilization  at  this  pcuticular  step  in  toe 
allocation  procedure. 

Only  one  of  these  methods  of  classify¬ 
ing  Intermarket  movements  of  bulk  milk 
be  adopted  under  the  merged  order. 
Subject  to  toe  modification  r^^rding  the 
intermarket  diversion  of  mnigg.  i  miik  a 
is  concluded  for  toe  reasons  indicated  ^- 
low  ^pit  toe  classification  and  pricing 
procedures  of  toe  Boston  order  should  be 
extended  to  the  consolidated  maiket, 
rather  toan  extending  toe  Connecticut 
procedure  as  the  cooperatives  proposed. 

The  present  procediure  for  classifying 
and  pricing  milk  moved  from  toe  Con¬ 
necticut  mai^et  to  Order  2  plants  r^^re- 
sents  a  major  deviation  from  the  classi¬ 
fication  and  pricing  arrangement  cus¬ 
tomarily  used  imder  the  Federal  ordor 
program.  The  more  commonly-used 
procedure  was  developed  on  toe  basis 
of  substantial  ddiberation  by  Industry 
and  Government  and  has  proved  to  be  a 
satisfactory  means  of  iT>t<>yrattOTp  inter- 
maiket  movements  of  milk  into  toe  reg¬ 
ulatory  scheme.  Because  the  procedure  is 
gen«a,lly  awjUed  in  a  uniform  m«irvr.»> 
throughout  the  country,  it  tends  to  pro¬ 
mote  equity  among  all  handlers  and  pro¬ 
ducers  affected  by  the  ordar  program  and 
thus  lends  str^gto  to  the 
of  A  viable  r^fulatory  program  for  pro¬ 
ducers.  For  this  reason,  any  deriatkm 
from  this  procedure  should  be  mtnimtori 
to  the  extent  possible. 

The  special  Connecticut  order  provi¬ 
sions  were  adopted  to  accommodate  a 
very  limited  situation  that  prevailed  in 
toe  ConjiecUcut  market  many  yean 
ago — toe  lack  of  adequate  manufactur¬ 
ing  facilities  for  handling  the  markefls 
reserve  milk  supplies.  It  is  difficult  to 
conclude  that  this  is  still  a  prevailing 
characteristic  erf  the  Connecticut  mai^et. 
Since  the  adoption  erf  toe  special  assign¬ 
ment  provisions,  a  major  manufacturing 
plant  has  been  buUt  at  NewingUm,  Con¬ 
necticut,  and  serves  as  a  plant 

for  the  entire  market.  '  • 

Also,  it  is  noteworthy  that  the  quan¬ 
tities  of  milk  moved  from  toe  Connecti¬ 
cut  market  to  the  New  York-New  Jersey 
market  and  assigned  to  Class  I-A  have 
been  declining  in  recent  years.  Such 
movements  totaled  about  26  mlUion 
pounds  in  1972, 24  million  pounds  in  1973, 
and  18  miUkm  pounds  in  1974.  A  rimiiar 
pattern  existed  with  respect  to  such 
movements  from  toe  Bostmi  market  to 
Order  2  plants.  In  1972.  about  24  million 
pounds  were  assigned  to  Class  I-A.  8i^ 
movements  dropped  to  13  million  pounds 
in  1973  mid  to  2  million  pounds  in  1974.* 
This  suggests  a  decreasing  rriiance  on  tte 
Order  2  plants  fiur  toe  disposition  of  un- 


*  Official  nottoa  is  taken  of  tlm  October. 
November,  and  Dacember  1974  natform  prtee 
announcements  issued  by  tbe  market  ad¬ 
ministrator  of  tbe  New  York-New  Jersey 
order. 
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needed  supplies  associated  with  the  New 
England  markets. 

The  New  York  producer  groups  ex¬ 
pressed  concern  that  not  providing  for 
such  differential  payments  would  lower 
returns  to  New  York-New  Jersey  pro¬ 
ducers.  It  cannot  be  known  at  this  time 
what  operating  adjustments  will  be  made 
by  Connecticut  handlers  who  have  been 
moving  milk  to  Order  2  pool  plants  sub¬ 
ject  to  the  Connecticut  order  differen¬ 
tial.  Since  such  milk  would  lose  producer 
status  imder  the  merged  order  if  as¬ 
signed  to  Class  I  imder  Order  2,  it  Is  un¬ 
likely  that  there  could  be  any  significmit 
Impact  on  returns  to  Order  2  producers. 
The  elimination  of  the  Cozmecticut  order 
differential  provisions  will  Insure  greater 
continuing  equity  among  all  producers, 
under  circumstances  where  miiir  which 
Is  moved  directly  from  the  farm  to  pool 
plants  under  the  respective  orders  for 
Class  I  use  will  be  fully  pooled  and  priced 
In  that  market  where  the  milk  is  actually 
used. 

It  is  recognized  that  the  present  Boston 
classification  procedure  does  not  accom¬ 
modate  the  Intermarket  movements  of 
milk  in  quite  Uie  same  manner  as  imder 
other  orders  generally.  Milk  that  is  di¬ 
verted  from  the  Boston  market  to  an¬ 
other  market  for  Class  I  use  continues 
to  remain  pooled  under  the  Boston  order. 
Under  other  orders,  su<h  milk  is  gen¬ 
erally  treated  as  a  part  of  the  fluid  milk 
supply  for  the  msu'ket  to  which  the  milk 
was  moved  and  is  therefore  pooled  under 
the  order  regulating  the  handling  of  milk 
In  that  mturket.  This  procedure  should  be 
adopted  for  the  New  England  market. 

The  orderly  and  efficient  handling  of 
reserve  milk  in  the  New  England  market 
may  be  facilitated  at  times  by  moving 
the  milk  of  individual  producers  directly 
to  plants  regulated  under  the  New  Yorti- 
New  Jersey  order.  Such  movement  of  milk 
from  the  farm  to  the  plant  of  ifltlmate 
disposition  avoids  the  expense  and  han¬ 
dling  which  would  otherwise  result  if  the 
milk  were  delivered  to  the  New  England 
pool  plant  where  it  is  normally  received 
and  then  transferred  to  the  other  order 
plant.  When  such  milk  is  diverted  for 
Class  n  use  to  the  other  order  plant,  it 
can  be  presumed  to  be  a  part  of  the  New 
England  market’s  reserve  milk  suiq;>ly 
and  the  burden  of  carrying  such  supply 
iqH>ropriately  should  not  be  shifted  to  the 
receiving  market.  Such  movements  there¬ 
fore  should  be  treated  as  a  diversion  of 
producer  milk  from  the  New  England 
market  and  suCh  diverted  milk  should 
continue  to  be  pooled  under  the  merged 
order. 

When  reserve  milk  not  needed  in  the 
New  England  market  is  diverted  to  an¬ 
other  order  maricet  for  surplus  disposi¬ 
tion.  it  presumably  will  be  classifled  as 
Class  II  milk  under  the  other  order. 
However,  in  the  event  that  the  receiving 
handler  does  not  have  suffldait  Class  n 
utilization  to  cover  the  diversiim  of  milk 
from  the  New  England  market,  a  p(»tion 
ot  the  mlDc  so  moved  would  necessarily 
be  assigned  to  Class  I  milk,  m  such  a  sit- 
)  nation.  It  can  no  Icmger  be  presumed  that 
[ttie  diverted  milk  is  in  fact  a  surplus  dls- 
[posaL  Whai  pert  or  an  of  the  milk  is 


used  for  fluid  purposes  in  the  receiving 
plant,  the  milk  obviously  is  needed  for 
fluid  use  in  the  receiving  mai^et  aad 
should  be  considered  a  part  of  that  mar¬ 
ket’s  fluid  supply.  In  cases  where  the  milk 
is  assigned  in  part  or  in  total  to  Class  I 
in  the  transferee-market,  it  should  not 
be  treated  as  producer  milk  under  the 
New  England  order.  Appropriately,  such 
milk  should  be  accounted  for  and  priced 
imder  the  order  covering  the  transferee- 
market. 

12.  Pricing  adulterated  milk.  A  pro¬ 
posal  to  eliminate  a  handler’s  minimum- 
payment  obligation  to  producers  or  co¬ 
operatives  for  milk  that  was  adulterated 
or  misbranded  (within  the  meaning  of 
the  Food,  Drug  and  Cosmetic  Act)  at  the 
time  of  receipt  should  be  denied.  In  this 
connection,  however,  the  merged  order 
should  permit  a  cooperative  associatiim 
to  r^lace  certain  rejected  milk  that  it 
caused  to  be  delivered  to  a  handler’s 
plant  without  the  rejected  milk  being 
treated  for  classification  and  pricing  pur¬ 
poses  as  a  receipt  at  the  plant. 

Handler  organizations  in  the  Connecti¬ 
cut  and  Boston  maikcts  proposed  certain 
changes  in  thejpresent  orders  that  would 
relieve  handlers  from  making  required 
payments  under  the  order  for  milk  re¬ 
ceived  fnun  dairy  farmers  or  cooperatives 
that  is  later  found  to  have  been  adulter¬ 
ated  or  misbranded  at  the  time  of  re¬ 
ceipt.  To  implement  this,  handlers  pro¬ 
posed  that  the  producer  definition  ex¬ 
clude  any  “dairy  farmer  with  respect  to 
milk  which  he  offers  for  sale  to  a  handler. 
Cosmetic  Act,  as  amended.’’  Handlers 
if  it  is  later  established  by  appropriate 
records  or  otherwise  that  at  the  time  of 
its  receipt  by  the  handler  the  milk  was 
adulterated  or  misbranded  within  the 
meaning  of  the  Federal  Food,  Drug  and 
proposed,  however,  that  the  withholding 
of  producer  status  for  this  reason  be  at 
the  (^ion  of  the  handler  receiving  the 
mlllc- 

The  handler  groups  also  proposed  that 
handlers  be  relieved  of  payments  to  a 
co(H>erative  association  for  certain  re¬ 
ceipts  from  the  association’s  pool  plants 
or  from  the  association  in  its  capa^ty  as 
a  handler  for  farm  bulk  tank  milk.  As 
proposed,  payment  would  not  be  required 
for  “receipts  of  milk  or  other  fluid  prod- 
ducts  as  to  which  it  is  established  by  ap- 
pr(H>riate  records  or  otherwise  that  at 
the  time  of  receipt  by  the  handler  the 
milk  was  adulterated  or  misbranded 
within  the  meaning  of  the  Federal  Food, 
Drug  and  Cosmetic  Act,  as  amended.’’ 

The  handlers  further  proposed  that 
the  receipt  of  such  adulterated  or  mis¬ 
branded  milk  be  treated  for  assignment 
and  pricing  purposes  in  the  same  manner 
as  provided  now  under  the  Boston  order 
for  milk  fnun  dairy  farmers  that  the 
handler  rejects  and  diqiKises  of  as  salvage 
product.  Under  this  arrangonent,  the 
mffit  would  be  assigned  to  the  handler’s 
Class  n  utilization.  Should  any  of  the 
milk  be  assigned  to  Class  I  twiUr,  the 
handler  would  be  obligated  to  the  pool  for 
such  mUk  at  the  dlfferaice  between  the 
Class  I  and  Class  n  prices. 

In  their  testinMoy,  handlers  indicated 
that  the  basic  proUem  concerning  than 


is  the  receipt  of  milk  ,  containing  penicil¬ 
lin,  a  bacterial  inhibitor  used  by  dairy 
farmers  in  the  treatment  of  cows  afflicted 
with  mastitis.  Prc^nents  testified  that 
under  the  Food,  Ihug  and  Cosmetic  Act 
milk  containing  penicillin  is  ccmsidered 
to  be  adulterated  milk  and  therefore  not 
approved  for  sale  to  the  public.  Since 
such  adulterated  milk  is  not  readily  de¬ 
tected.  handlers  may  unknowingly  re¬ 
ceive,  process  and  dispose  of  such  milk 
to  consumers.  In  doing  so,  proponents 
claimed,  a  handler  may  be  disposing  of 
mUk  considered  to  be  injurious  to  the 
public  health  while  at  the  same  time 
violating  the  law.  with  the  handler  there¬ 
by  becmning  llatde  to  criminal  prosecu¬ 
tion  and  adverse  publicity. 

Moreover.  pr(H>onents  contended,  the 
receipt  of  milk  containing  penicillin  may 
cause  substantial  financial  losses  for  a 
handler.  It  was  pointed  out  that  by  the 
time  it  is  determined  that  miiic  picked 
up  from  individual  producers  contains 
p^cillin,  the  milk  already  has  been 
c<Hnmingled  in  the  truck  with  other  mtiic 
and  probably  has  beoi  (xunmingled  with 
still  othor  milk  in  storage  tankw  at  the 
plant.  Therefore,  the  milk  that  necee- 
sarily  must  be  disposed  ot  because  of 
adulteration  includes  not  only  the  mitk 
of  the  producer  who  was  using  penicillin 
but  all  other  milk  with  which  it  was 
commingled.  In  similar  manner,  propo¬ 
nents  claimed,' receipts  Of  penlcUlln-con- 
taminated  milk  frmn  a  cooperative  can 
involve  large  quantities  of  milk  since  de¬ 
liveries  pf  milk  to  a  handlo:^  plant  are 
in  tanker-load  lots  and  such  milk  is  often 
stored  with  other  milk  before  processing. 

Handlers  indicated  that  once  the  adul¬ 
terated  milk  is  isolated  it  must  be  moved 
at  additional  eimense  to  manufacturing 
plants.  They  testified  that  although 
some  value  can  be  recovered  from  the 
butterfat  portion  of  the  milk  the  skim 
milk  portimi  is  not  saleable,  t^reeentiy, 
it  was  noted,  such  skim  milk  in  most 
cases  is  being  processed  into  nmifat  dry 
milk  and  placed  in  stmage  until  such 
time  as  some  satisfactory  method  is  de¬ 
veloped  for  “reconditioning”  It  for  sale. 
Propiments  claimed  that  considerable 
quantities  of  such  powder  are  now  in 
storage  at  great  expense  to  the  handlers 
and  coi^rativee  involved. 

Proponents  pointed  to  still  other  costly 
problems  that  arise  from  the  receipt  of 
penicillin-contaminated  milk.  Plant  op¬ 
erations  are  disrupted  when  such  milk 
must  be  segregated  and  held  until  it  may 
be  moved  elsewhere,  and  when  replace¬ 
ment  milk  must  be  obtained.  Antibiotics 
in  milk  Interfere  with  cheese  cultures, 
with  a  resulting  loss  of  the  cheese  miik,  a 
disruption  in  production  schedules  and 
labor  overtime.  Also,  they  noted,  the  pro¬ 
duction  of  acid  and  flavor  during  the 
processing  of  buttermilk  and  yogurt  may 
be  impaired. 

Proponents  testified  that  for  the  rea¬ 
sons  just  outlined  handlers  are  anxious 
to  avoid  the  receipt  of  milk  containing 
penicillin.  They  indicated,  however,  that 
aside  from  the  Producer’s  own  awareness 
of  the  situation  the  only  way  of  lowing 
whether  milk  has  penicillin  in  it  is  to 
subject  the  mUk  to  laboratory  tests  for 
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bacterial  inhibitors.  It  was  p^ted  out 
that  the  minimum  test  time  is  4  hours 
and  that  such  test  provides  (xUy  a  ten¬ 
tative  indicati(m  of  penicillin.  A  more 
sensitive  and  accurate  test  takes  14  to  24 
hours.  Proponents  noted  that  it  is  be¬ 
coming  a  common  practice  in  the  market 
for  handlers  and  cooperatives  to  run  the 
“short”  test  on  each  truck  load  of  mtiic 
that  comes  from  the  farm.  If  the  test  is 
positive,  then  a  “long”  test  is  run  on  the 
milk  of  each  producer  involved  with  that 
truck  load.  The  long  test,  proponents  in¬ 
dicated,  (dearly  identifi^  the  producer 
that  shipped  penicillin-c(mtaminated 
milk.  It  was  pointed  out,  however,  that 
because  it  Is  seldom  feasible  to  delay  the 
unloading  of  trucks  for  even  the  4  hours 
needed  for  running  the  short  test,  the 
adulterated  milk  usually  is  already  in 
the  handler’s  plant,  and  perhaps  even 
processed,  by  the  time  the  penicillin  is 
detected. 

Handlers  claimed  that  since  they  are 
unaUe  to  d^Nrmbae  at  the  time  of  pick 
up  at  the  farm  wheth^  or  not  the  milk 
is  penicillin-free,  they  must  assume  that 
any  milk  offered  for  sale  by  a  i»odueer 
who  has  the  pr(g>er  health  certificate  is 
qualified  for  fluid  use.  Notwithstanding, 
they  know  that  on  oecaskm  scune  pro¬ 
ducers,  eflher  intwtionally  or  through 
carelessness,  do  ship  milk  containing 
penicillin.  It  was  pointed  out  that  Fed¬ 
eral,  state  and  local  health  laws  provide 
stringmit  standards  for  the  use  of  bac¬ 
terial  inhibitors  such  as  penicillin,  in¬ 
cluding  the  Imigth  of  time  that  must 
elapse  b^ore  milk  product  by^a  cow 
treated  with  the  inhibitor  may  be  offered 
for  sale  by  the  producer.  Handlers 
claimed,  however,  that  there  is  little  en¬ 
forcement  of  these  standards  and  thus 
little  Incentive  for  producers  to  comply 
wttti  the  pr^ent  health  regulations  re¬ 
garding  the  use  of  penicillin. 

It  is  because  of  the  absence  of  any 
real  incentive  for  compliance,  handlers 
stressed,  that  they  are  seeking  certain 
relief  from  the  paymmit  provisions  of  the 
order.  The  handlers  Indicated  that  they 
are  not  seeking  compensation  from  pro¬ 
ducers  or  cooperatives  for  the  total  losses 
that  they  incur  because  of  adulterated 
milk.  Instead,  they  are  merely  proposing 
a  type  of  penalty'  that  win  discourage 
producers  from  marketing  adulterated 
milk. 

Proponents  pointed  out  that  some 
handlers  and  cooperatives  in  New  Eng¬ 
land  already  are  imposing  various  types 
of  penalties  on  producers  who  market 
penicOUn-contaminated  mnir  For  ex¬ 
ample.  c(x>peratives.  throuih'the  exercise 
of  their  reblending  privileges,  are  wifli- 
holdlng  payments  to  members  who  ship 
adulterated  milk.  It  was  noted  that  pro¬ 
prietary  handlers,  on  the  other  hand,  are 
not  able  to  do  this  since  the  order  re¬ 
quires  them  to  make  minitnum  paymwts 
for  milk  received  from  producers  and  co¬ 
operatives.  Pnmonents  claimed  thathan- 
(flers  thus  are  basically  limited  to  not  ac¬ 
cepting  milk  from  a  producer,  either  for 
a  limited  podod  of  time  or  Ind^nitdy, 
following  the  receipt  of  penicillin-con¬ 
taminated  milk  from  the  producer.  Pro¬ 
ponents  stressed  that  this  pemil^  ar¬ 


rangement  to  handlers  at 

some  disadvantage  rdative  to  coopera¬ 
tives  in  holding  producers. 

The  payment  inoposal  was  suimorted 
by  two  natinnaj  handipr  organisations 
with  members  in  both  the  Boston  and 
Connecticut  markets.  The  witness  for 
the  national  groups  presented  supporting 
testimony  that  largely  parcdleled  the 
presentation  made  on  behalf  of  the  local 
handler  groups. 

Cooperative  associations  opposed  any 
action  that  would  relieve  handlers  of 
making  minimimi  payments  to  prodxicers 
and  cooperatives  for  adulterated  milk. 
The  cooperatives  indicated  that  they, 
along  with  handlers,  are  very  much  con¬ 
cerned  about  the  Incidence  of  penlclllin- 
contaminated  miiir  in  the  mfik  suimly*  It 
was  their  position,  however,  that  the 
proposal  of  the  handler  groups  was  not 
a  proper  means  for  remedying  the  prob¬ 
lem.  Opponents  contended  that  the  prob¬ 
lem  was  not  a  pricing  problem  under  the 
order  but  rather  apniblem  to  be  correct¬ 
ed  by  ttie  appropriate  health  authorities. 
They  claimed  that  the  proposed  author¬ 
ization  under  the  order  for  withholding 
pajrments  to  producers  and  cpoperatives 
would  be  a  punitive  measure  and  as  sucdi 
would  go  beyond  the  Intended  purpose 
of  the  order. 

Cooperatives  also  expressed  concern 
that  the  proposal  would  not  require  han¬ 
dlers  to  pay  for  adulterated  milk  even 
though  they  actually  may  have  used  the 
milk  and  re<Mvered  its  full  value  through 
the  distribution  of  the  milk  to  the  public. 
The  cooperatives  also  claimed  that  if  the 
reporting  of  a  receipt  of  adulterated  milk 
was  (g)tional  on  the  part  of  a  handler, 
the  handler  (xiuld  use  this  as  a  competi¬ 
tive  device  in  the  ^itxsurement  of  milk 

The  cooperatives  fmrther  contended 
that  steps  are  being  taken  in  the  mar¬ 
ket  to  reduce  the  incidence  of  penicillin 
in  milk.  They  pointed  to  the  penalty  pro¬ 
grams  being  implemented  by  both  co¬ 
operatives.  and  proprietary  handlers. 
They  also  noted  that  the  various  states 
are  stepping  up  their  efforts  to  provide 
more  effective  enforcement  programs. 
The  cooperatives  claimed  that  these 
various  measures  are  reducing  the  peni¬ 
cillin  problem  and  are  the  appropriate 
means  for  dealing  with  adulterated 
milk. 

Without  (luestion,  the  milk  industry 
has  cause  for  being  concerned  about  the 
marketing  of  milk  containing  penicillin 
or  other  harmful  adulterants.  The  con¬ 
sequences  that  may  arise  from  such  mUk 
getting  into  the  normal  marketing  chan¬ 
nels  can  be  significant  for  handlers,  co¬ 
operatives,  individual  producers  and  the 
public.  The  testimony  of  handlers,  as 
previously  described,  amp]^  portrsiyed 
the  disruption  to  the  normal  marketing 
process  and  the  substantial  flna.nn<tivi  loss 
that  may  occur  when  Just  a  single  pro¬ 
ducer,  tmintaiticnally  or  otherwise,  mar¬ 
kets  milk  containing  penicillin. ' 

The  proUon  of  penicillin-contami¬ 
nated  milk  is  particularly  difficult  be- 
(^mse  under  present  technology  there  is 
no  way  of  detecthig  the  i»esa3ce  of  the 
bacterial  inhibitor  in  the  milk  without 
running  a  laboratory  test  for  a  tntntmiim 


of  4  hours.  This  precludes  a  handler  from 
knowing  at  the  time  he  acc^ts  milk 
from  a  producer  whether  or  not  the  muk 
is  penldllln-free.  For  all  practical  pur-, 
poses,  total  reliance  must  be  placed  on 
the  individual  producer  that  the  milk  is 
of  marketable  (luality. 

TJhfortunately,  producers  using  peni¬ 
cillin  for  the  treatment  of  mastitis  do 
not  always  withhold  from  the  market  a 
sufficient  number  of  milkings  from  a 
treated  cow.  Normally,  up  to  72  hours 
must  elapae  after  injection  of  the  peni¬ 
cillin  before  traces  of  the  bacterial  in¬ 
hibitor  win  be  absent  from  the  cow’s 
milk.  Only  then  is  the  miik  safe  for  mar¬ 
keting  in  normal  (diaimels. 

The  withholding  of  mftk  by  the  pro¬ 
ducer  represents,  of  course,  a  reduction 
in  his  income.  Tlius,  there  is  a  strong 
economic  Incentive  to  begin  marketing" 
milk  from  the  treated  cow  as. soon  as 
possible.  With  this  incentive,  some  pro¬ 
ducers  occasionally  are  inclined  to 
market  milk  from  treated  (miws  before 
the  prescribed  withholding  timt>  has 
elsmsed.  in  other  cases,  the  premature 
shipment  of  milk  may  result  from  In¬ 
adequate  Identiflcatlon  of  treated  cows, 
a  lack  of  adequate  communication 
among  the  farm  help  regarding  treated 
cows,  or  some  other  form  of  carelessness. 

The  frequency  of  premature  shipments 
in  the  New  England  area  was  not  indi¬ 
cated  on  the  record.  However,  the  op¬ 
erator  of  a  number  of  pool  plants  untipr 
the  two  orders  Indii^ted  that  during 
the  past  live  years  about  1  out  of  every 
500  producer  samples  was  found  to  con¬ 
tain  some  kind  of  bacterial  inhibitor, 
although  not  necessarfly  penicillin.  It 
was  indicate  that  the  rate  of  incidence 
now  is  somewhat  less  than  this. 

With  the  individual  producer  being  the 
source  of  the  problem.  It  is  understand¬ 
able  why  handlers  seek  to  Imptwa  iwrtpr  x 
the  order  an  economic  sanction  on  pro¬ 
ducers  who  market  adulterated  wnk 
Handlers  hope,  of  course,  that  the  with¬ 
holding  of  payments  to  producers  for 
any  sucdi  milk  would  be  a  strong  in-  ' 
ducement  for  producers  never  to  offer  to 
handlers  milk  that  is  not  of  maiftetable 
quality.  Presumably,  nonpayment  for 
milk  would  be  an  effective  deterrent  in 
this  rega^.  Nevertheless,  it  is  question¬ 
able  whether  the  ordm:  and  its  pricing 
provisions  are  a  proper  mpAivt  of  en¬ 
forcing,  in  effect,  the  health  laws  that 
are  under  the  jurisdiction  of  other  agen¬ 
cies.  in  spite  of  the  obvious  neM  for 
(^imlnating  the  Inr.idpn^j*  of 
oontaminated  milk. 

The  Boston  and  Connecticut  orders 
do  not  establish  any  eriteria  concern¬ 
ing  the  quality  of  mflk  that  is  tiig&le 
for  p(x>ling  undor  each  ordmr.  Plants 
handlkng  milk  for  fluid  use  must  have 
the  necessary  health  aiH;>roval  from 
state  or  local  authoriti^  Similarly, 
producers  must  meet  vaijUais  health  in¬ 
spection  rewbrements  of  such  authorl- 
tiea  if  their  milk  la  to  be  distributed  to 
emuannera  It  is  presumed,  then,  that 
mUk  that  is  rec^ved  at  such  plants 
from  dairy  farmers  is  iq;)provcd  for  fluid 
distribttti^  On  this  basis,  such  mSk  is 
poolad  smd  priced  under  the  (ffders.  Any 
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milk  that  is  excluded  from  the  fluid  mar¬ 
ket  because  of  health  approval  reasons 
is  excluded  at  the  direction  of  the  appro¬ 
priate  health  authority,  not  b^use  of 
any  provision  of  the  order. 

It  may  be  noted  that  a  number  of 
other  Federal  orders  do  contain  provi-r 
sions  requiring  pool  plants  and  producers 
to  have  from  the  appropriate  health  au¬ 
thority  approval  for  the  production  and 
handling  of  milk  for  fluid  consumption. 
Similar  provisions  were  included  at  oxie 
time  in  the  New  England  orders.  Such 
provisions,  however,  do  not  establish  the 
inspection  standards  that  must  be  met, 
nor  do  they  give  the  market  administra¬ 
tor  the  authority  to  determine  whether 
or  not  a  dairy  farmer  or  plant  meets  any 
healUi  standards.  Instead,  the  orders 
merely  provide  that  once  the  appropriate 
health  authority  has  granted  or  not 
granted  the  necessary  health  approval, 
the  market  administrator  then  deter¬ 
mines  from  this  whether  or  not  the  plant 
or  producer  is  eligible  for  pooling  under 
the  order.  Thus,  in  the  case  of  orders  gen¬ 
erally,  the  basis  on  which  a  dairy  farmer 
is  eligible  fnxn  a  health  approval  stand¬ 
point  to  supply  the  fluid  market  is  out¬ 
side  the  scope  of  the  order. 

Under  the  proposal  offered  by  the 
handler  groups,  this  would  not  be  the 
case.  As  prt^posed,  a  dairy  farmer  would 
be  ineligible  to  be  a  producer  under  the 
order  on  the  basis  of  a  handler’s  claim 
that  the  milk  received  from  the  dairy 
farmer  was  later  found  to  have  been 
adulterated  at  the  time  of  receii^,  with 
the  Food,  Drug  and  Cosmetic  Act  to  be 
used  as  the  giilde  for  determining  adul¬ 
teration.  Thus,  the  exclusion  of  the  dairy 
fanner  frtxn  the  fluid  market  because  of 
an  alleged  failure  to  meet  certain  health 
standards  would  be  under  the  terms  of 
the  order  and  not  on  ttie  basis  of  the 
authority  having  jurisdiction  over  ^y 
adulteration  laws  applicable  in  the  mar¬ 
ket.  This,  in  effect,  would  place  the  mar¬ 
ket  administrator  in  the  position  of  en¬ 
forcing  health  laws  that  are  the  responsi¬ 
bility  of  other  agencies.  The  proposal 
thus  would  result  in  an  inappropriate  ex¬ 
pansion  of  the  scope  of  the  order. 

Even  with  this  facet  of  the  issue  aside, 
serious  question  must  be  raised  as  to 
whether  the  proposal  could  effectively 
resolve  the  problems  that  handlers  are 
experiencing.  Obviously,  the  desired  re¬ 
sult  is  the  total  absence  adulterated 
milk  in  the  normal  marketing  chann^. 
The  proposal  would  not  assure  this.  Non- 
pasnnent  for  milk  containing  penicillin 
presumably  would  be  an  incentive  for  a 
producer  not  to  market  contaminated 
milk,  but  it  would  not  preclude  this  from 
actually  happening.  When  it  does  hap¬ 
pen,  the  haiuiler  could  incur,  because  of 
commingling,  a  substantially  greater  loss 
of  milk  than  Just  the  milk  of  the  in¬ 
dividual  producer  using  penicillin.  This 
additional  loss  would  not  be  covered  by 
the  pa3nnent  withheld  from  the  single 
producer.  Proponents  recognized  this  in 
indicating  that  the  intent  of  the  pro¬ 
posal  was  not  to  compensate  handlers  for 
the  total  financial  loss  that  they  ndcht 
incur  from  the  receipt  of  adulterated 
milk. 


Pre^ixments  indicated  that  the  purpose 
of  the  proposal  was  to  provide  an  eco¬ 
nomic  deterrent  to  the  marketing  of 
a^terated  milk  by  producers.  Handlers 
already  are  in  a  position  to  employ  vari-. 
ous  economic  measures  outside  the  scope 
of  the  order  for  this  purpose,  and  in  fact 
are  doing  sa  One  major  New  England 
handler  has  a  policy,  for  example,  of  not 
buying  milk  from  a  producer  for  two 
days  after  the  receipt  of  adiilterated 
milk.  If  this  is  followed  within,  six 
months  by  a  second  occurrence,  the  han¬ 
dler  does  not  buy  milk  from  the  pro¬ 
ducer  for  the  next  12  months.  The  han¬ 
dler  indicated  that  this  has  been  a  very 
strong  Inducement  to  producers  not  to 
market  penicillin-contaminated  milk. 
Handlers  also  have  recourse  in  the  courts, 
although  they  apparently  have  not  been 
inclined  to  resort  to  this  approach. 

It  is  apparent  that  handlers  are  re¬ 
luctant  to  be  severe  on  their  own  initia¬ 
tive  in  their  approach  to  eliminating  the 
marketing  of  adulterated  milk.  Propo¬ 
nents  indicated  that  the  use  of  various 
econcnnic  measures  by  a  handler  tends  to 
cause  producers  to  seek  other  handlers 
who  may  be  less  restrictive  in  their  buy¬ 
ing  practices.  This  may  be  so.  Neverthe¬ 
less,  the  handler  must  weigh  this  against 
the  potential  losses  that  he  may  experi¬ 
ence  from  the  receipt  of  adulterated  milk. 
Presumably,  the  severity  of  his  bU3dng 
practices  will  be  commensurate  with  the 
risk  he  believes  adulterated  mUk  poses 
for  him. 

In  conclusion,  the  issue  of  adiilterated 
milk  is  basicaUy  a  public  health  matter. 
The  respemsiUlity  for  canning  out  the 
laws  regarding  such  mUk  is  vested  in 
specific  regulatory  agencies,  primarily 
those  of  the  various  New  England  states. 
Witnesses  indicated  that  such  agencies 
are  now  taking  additional  steps  to  re¬ 
duce  the  incidence  of  adulterated  milk. 
Although  it  is  too  early  to  evaluate  the 
effectiveness  of  their  efforts,  the  enforce¬ 
ment  of  the  health  laws  remains  as  the 
proper  regulatory  approach  to  the  elim¬ 
ination  of  adulterate  milk. 

In  connection  with  the  issue  of  adul¬ 
terated  milk,  a  limited  accommodation 
under  the  merged  order  should  be  made 
with  respect  to  the  treatment  of  unmar¬ 
ketable  bulk  milk  that  a  cooperative  de¬ 
livers  to  a  handler’s  plant.  If  it  is  de¬ 
termined  subsequent  to  the  time  of  re- 
c^pt  that  the  milk  at  the  ttoe  of  receipt 
was  not  of  the  quality  r^resented  by 
the  cooperative,  the  order  should  permit 
the  cooperative  to  pick  up  the  milk  and 
replace  it  without  the  plant  operator, 
under  the  terms  of  the  order,  being  held 
responsible  for  the  payment  of  the  re¬ 
jected  milk. 

Handlers  were  particularly  concerned 
that  the  present  orders  do  not  accom¬ 
modate  any  mutual  settlement  between 
a  handler  and  a  co<morative  for  unmar¬ 
ketable  milk  that  the  cooperative  may 
have  delivered  to  the  handler.  They  in¬ 
dicated  that  although  the  cooperative 
may  be  willing  to  forego  payment  the 
orders  nevertheless  require  the  handler 
to  make  certain  minimum  payments  to 
the  cooperative  for  the  milk. 


For  the  reasons  already  described,  it 
is  quite  possible  that  a  handler  may  re¬ 
ceive  milk  from  a  cooperative  without 
knowing,  for  example,  that  at  the  time 
of  receipt  the  milk  contained  penicillin. 
Fallowing  discovery  of  the  contamina¬ 
tion,  the  cooperative  may  be  desirous  of 
replying  this  milk  with  a  new  supply  of 
marketable  milk.  TO  the  extent  that  the 
Rejected  milk  is  withdrawn  from  the 
plant  in  bulk  form  by  the  cooperative, 
such  milk  should  not  be  treated  for  pric¬ 
ing  purposes  as  a  receipt  at  the  plant. 
Only  the  milk  subsequently  delivered  as 
the  r^lacement  supply  should  be  clas¬ 
sified  and  priced  at  the  handler’s  plant. 
The  cooperative,  of  course,  will  be  the 
responsible  handler  for  Uie  miflE  with¬ 
drawn. 

Although  this  arrangement  will  be 
particularly  adiq>table  to  accommodat¬ 
ing  the  problems  of  handling  penicillin- 
contaminated  milk,  it  is  possible  that 
milk  delivered  by  a  cooperative  is  found 
to  be  unmarketable  for  other  reasons. 
The  basic  situation  intended  to  be  cov¬ 
ered  is  where  it  is  ascertained  after  the 
milk  has  been  received  at  the  plant  that 
the  milk,  in  fact,  was  not  of  marketable 
quality  at  the  time  it  was  delivered. 

It  is  appropriate  to  require  that  titiis 
arrangement  include  the  r^laconent  of 
the  rejected  milk  and  not  merely  its 
withdrawal  from  the  plant.  This  will 
tmd  to  minimize  any  bargaining  pres¬ 
sures  upon  the  cooperative  by  the  han¬ 
dler  in  those  cases  where  the  quality  is¬ 
sue  possibly  may  be  a  borderline  case,  or 
vdiere  the  handler  may  wish  to  use  the 
quality  issue  as  a  pretense  for  disposing 
of  an  over-supply  of  milk.  Althou^  it  is 
recognized  that  there  may  not  be  a  pre¬ 
cise  r^lacement  of  milk  in  terms  oi  vol- 
Time  or  butterfat,  it  is  expected,  never- 
thtiess,  that  the  spirit  of  the  Initial  pur¬ 
chase  arrangement  will  be  carried  out. 
To  this  end,  it  te  intended  that  the  re¬ 
placement  shall  approximate  the  origi¬ 
nal  purchase. 

Because  of  the  uniqueness  of  this  ar¬ 
rangement,  the  market  administrator 
should  have  ah  opportunity  to  review  the 
circumstances  surrounding  any  rejection 
and  replacement  of  milk  prior  to  its  re¬ 
moval  from  the  plant.  Accordingly,  the 
hsindler  ^ould  notify  the  market  admin¬ 
istrator,  in  the  manner  prescribed  by 
him,  of  any  Impending  replacement  of 
milk. 

13.  Charges  on  overdue  accounts.  No 
change  should  be  made  in  the  charge 
now  applicable,  imder  the  individual  or¬ 
ders  to  overdue  accounts.  Presoitly,  each 
order  iqiplies  a  riiarge  on  overdue  pay¬ 
ments  of  one  percent  per  month  (12  per¬ 
cent  annually)  effective  the  day  after  the 
payments  are  due. 

At  the  hearing,  the  merger  proponents 
modified  their  initial  proposal  and  sup¬ 
ported  a  charge  of  1.5  percent  per  month 
rather  than  the  one  percent  rate.  They 
Indicated  that  following  the  submission 
of  the  meiger  prcxxwal  interest  rates  in¬ 
creased  slgnlflcantly,  with  the  prime  rate 
reaching  percent,  and  that  such  in¬ 
creases  should  be  reflected  in  the  charge 
on  overdue  accounts  under  the  order. 
Proponents  contended  that  when  the 
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ducer-settlement  fund,  the  administra¬ 
tive  expense  fund,  or  the  marketing  serv¬ 
ice  fund.  The  m'esent  m^ers  permit  an 
offset  of  Just  the  amount  due  the  pro¬ 
ducer-settlement  *  fund.  Cooperatives 
urged  the  broader  offset  provisons 
adopted  herein.  There  was  no  opposition 
to  the  proposal. 

It  is  essential  to  the  functioning  of  an 
order  that  all  obligations  of  a  handler  be 
paid  at  the  prescribed  times.  Should  a 
handler  be  delinquent  in  the  payment  of 
an  order  obligation,  the  market  admin¬ 
istrator  must  take  whatever  steps  are 
necessary  to  obtain  payment  from  the 
handler.  It  would  be  totally  inconsistent 
in  this  situation  to  require  a  payment  to 
the  delinquent  handler  when  the  handler 
in  fact  owes  money  to  the  market  admin¬ 
istrator.  In  this  case,  there  is  no  basis  for 
limiting  the  offset  to  just  those  pasmaents 
associated  with  the  same  fund.  It  is  just 
as  essential  that  amoimts  due  the  mar¬ 
keting  service  fund  or  the  administrative 
expense  fund  be  collected  as  those  due 
the  producer-settlement  fund. 

17.  Handler  reports.  The  reporting 
provisions  of  the  Boston  order  should  be 
retained  \mder  the  merged  order  with 
minor  changes.  As  proposed  by  the  co¬ 
operatives,  the  order  should  include  pro¬ 
visions  for  the  reporting  of  dumpage  by 
handlers.  Each  handler  who  dumps  fluid 
milk  products  should  be  required  to  give 
the  market  administrator,  at  his  request 
and  in  accordance  with  his  instructions, 
advance  notice  of  the  handler’s  intention 
to  dump  such  products  and  Bie  quantities 
Involved.  This  will  give  the  market  ad¬ 
ministrator  an  opportunity  to  verify  the 
dumping  if  he  chooses  to  do  so.  If  the 
market  administrator  considers  that  sup¬ 
plemental  reports  of  such  diunp^tge  are 
necessary,  he  may  require  the  handler  to 
file  them. 

Certain  reports  to  the  market  admin¬ 
istrator  concerning  so-called  producer 
additiims  and  withdrawals  should  be 
simplified.  Each  handler  should  report  to 
the  market  administrator  by  the  15  th 
day  after  the  end  of  the  month  appli¬ 
cable  information  with  respect  to  pro¬ 
ducers  from  whom  the  handler  started 
or  stopped  receiving  milk  and  changes  in 
farm  locations  and  farm  operators.  Pres¬ 
ently,  the  two  orders  require  more  fre¬ 
quent  reporting  with  respect  to  these 
matters. 

Ihe  merged  mrder  should  require  han¬ 
dlers  who  receive  milk  from  producers  to 
provide  such  producers  certain  informa¬ 
tion  regarding  the  weights  and  tests  of 
the  milk  received.  In  the  case  of  pro¬ 
ducers  shipping  bulk  tank  milk,  a  receipt 
showing  the  farm  tank  measurement  and 
the  conversi(m  to  pounds  should  be  left 
with  the  producer  each  time  milk  is 
picked  up  by  the  handler.  If  milk  is 
picked  up  in  cans,  the  producer  should  be 
notified  of  the  quantity  received  within 
3  days  after  receipt  of  the  milk. 

Neither  order  now  requires  that  bulk 
tank  weight  slips  be  left  at  the  farm 
when  the  milk  is  picked  up.  However,  this 
is  a  common  practice  among  New  Eng¬ 
land  handlers  and  will  not  be  a  new  pro¬ 
cedure  for  most  of  them.  Providing  for 
this  procedure  under  the  order  will  as¬ 


sure  an  bulk  tank  producers  of  a  timely 
record  of  the  quantities  of  milk  being 
marketed. 

Recognition  should  be  given  to  the  use 
of  fresh  milk  samples  for  determining 
the  butterfat  test  of  a  producer’s  milk. 
Presently,  the  orders  remiire  that  han¬ 
dlers  notify  producers  of  the  test  results 
determined  from  composite  milk  samples. 
About  half  of  the  producer  milk  imder 
the  two  orders  is  now  tested  from  fr^ 
milk  samples,  and  the  practice  is  ex¬ 
pected  to  increase.  It  is  appropriate, 
therefore,  that  a  handler  be  required  to 
notify  each  of  his  producers  of  the  av¬ 
erage  butterfat  test  for  the  month  as  de¬ 
termined  from  the  fresh  milk  samples 
for  each  such  producer.  Notification 
should  be  in  writing  within  10  days  after 
the  end  of  the  month.  Because  10-day 
sampling  periods  are  being  used,  it  is 
possible  that  some  handlers  may  notify 
producers  of  their  butterfat  tests  at  the 
end  of  each  period.  In  this  case,  there  is 
no  need  for  the  notice  to  the  producer 
iivdicating  his  average  test  for  the  month, 
and  this  should  not  be  required  in  this 
situation. 

18.  Merger  of  the  administrative  ex¬ 
pense,  marketing  service,  and  producer- 
settlement  funds.  To  accomplish  the 
merger  of  the  two  New  England  orders 
effectively  and  equitably,  the  reserves  in 
the  administrative  expense  funds  that 
have  resulted  under  the  individual  orders 
should  be  combined.  Similar  procedure 
should  be  followed  with  respect  to  the 
marketing  service  and  producer-settle¬ 
ment  fund  reserves  of  the  individual  or¬ 
ders.  Any  liabilities  of  such  funds  under 
the  individual  orders  should  be  paid 
from  the  ai^ropriate  new  fxmd  estab¬ 
lished  under  the  merged  order.  Similarly, 
obligations  that  are  due  the  several  ftmds 
imder  the  individual  orders  should  be 
paid  to  the  appropriate  combined  fund 
under  the  merged  order. 

The  money  paid  to  the  administrative 
expense  fund  is  each  handler’s  propor¬ 
tionate  share  of  the  cost  of  administer¬ 
ing  the  order.  It  is  anticipated  that  all 
handlers  currently  regulated  imder  the 
individual  orders  will  continue  to  be  reg¬ 
ulated  under  the  merged  order.  In  view 
of  this,  it  would  be  an  unnecessary  ad¬ 
ministrative  and  financial  burden  to  allo¬ 
cate  back  to  handlers  the  reserve  funds 
under  the  individual  orders  and  then 
accumiilate  an  adequate  reserve  for  the 
merged  order.  It  would  be  equitable  and 
more  efScient  to  combine  the  administra¬ 
tive  monies  accmntilated  xmder  the  indi¬ 
vidual  orders  and  to  pay  any  liabilities 
against  such  f un«is  from  the  consolidated 
fimd  of  the  merged  order. 

The  money  accumulated  in  the  mar¬ 
keting  service  funds  of  the  Individual 
orders  is  that  which  has  been  paid  by 
producers  for  whom  the  market  adminis¬ 
trator  is  performing  services.  The  pro¬ 
ducers  who  have  contributed  to  the  mar¬ 
keting  service  fund  of  each  order  are 
expected  to  continue  to  supply  milk  for 
the  New  England  market  The  consoli¬ 
dation  of  the  reserves  in  the  individual 
marketing  service  funds  is  therefore  ap¬ 
propriate  in  view  of  the  continuation  ot 


the  marketing  service  program  for  these 
producers  under  the  merged  order. 

The  producer-settlement  fund  bal¬ 
ances  of  the  two  orders  ^ould  be  com¬ 
bined  so  that  the  prodiicer-settlement 
under  the  merged  order  may  be  con¬ 
tinued  without  interruption.  The  pro¬ 
ducers  currently  suppling  the  individ¬ 
ual  markets  are  expected  to  continue  to 
supply  milk  for  the  merged  New  England 
market.  Thus,  monies  now  in  the  pro¬ 
ducer-settlement  funds  of  the  individ¬ 
ual  orders  will  be  reflected  in  the  uniform 
prices  of  the  producers  who  wUl  benefit 
from  the  merged  order.  The  combined 
fund  will  alsd  serve  as  a  contingency  fund 
from  which  money  will  be  available  to 
meet  obligations  (resulting  from  audit 
adjustments  and  otherwise)  accruing 
under  one  or  the  other  of  the  separate 
funds. 

19.  Changes  in  the  New  York-New  Jer- 
.  'sew  order.  Proposed  amendments  to  the 
New  York-New  Jersey  order  (Order  2) 
were  limited  basically  to  those  provisions 
that  now  contain  references  to  the  Con¬ 
necticut  order.  Such  references  have  been 
necessary  to  implement  the  special  pric¬ 
ing  arrangement  between  the  Connecti¬ 
cut  and  New  York-New  Jersey  orders 
known  as  the  Connecticut  order  differen¬ 
tial.  The  concept  of  this  arrangement 
has  been  explained  under  Issue  11,  which 
deals  at  length  with  the  Connecticut  or¬ 
der  differential.  In  conjunction  with  their 
proposal  to  continue  ^is  special  pricing 
arrangement,  the  cooperatives  proposed 
that  the  references  in  Order  2  to  the 
Coimecticut  order  be  changed  to  reflect 
the  adoption  of  the  New  England  order. 

Since  it  has  been  concluded  that  this 
special  pricing  arrangement  should  not 
apply  under  the  merged  order,  it  is  nec¬ 
essary  to  make  certain  conforming 
changes  in  Order  2.  These  include  the 
revocation  of  8  1002.52,  which  sets  forth 
the  amount  of  the  Connecticut  order  dif¬ 
ferential,  and  the  several  references  to 
Part  1015,  which  is  the  Coimecticut 
order. 

Additional  consideration  was  given  at 
the  hearing  to  the  modification  or  dele¬ 
tion  of-one  of  the  pooling  provisions  of 
Order  3.  The  order  now  provides  -in 
8  1002.28(f)  (3)  that  a  plant  that  was  a 
pool  plant  xmder  the  Connex^cut  order 
in  each  of  the  months  of  July  thnmgh 
November  shall  not  be  a  temporary  pool 
plant  xmder  Order  2  during  the  following 
months  of  December  through  Jxme.  This 
proxdsion  was  adopted  to  preclxide  a  sup¬ 
ply  plant  that  was  pooled  in  the  Connect¬ 
icut  market  during  the  short-production 
season  from  becoming  a  pool  plant  in 
the  New  York-New  Jersey  market  dxir- 
Ing  the  period  of  heavy  production -when 
the  milk  is  not  needed. 

The  merger  of  the  Connecticut  order 
with  the  Boston  order  makes  some  action 
regarding  this  proxrision  appropriate 
since  the  proxfislon  specifically  relates  to 
the  Connecticut  order.  As  generally  xirged 
by  witnesses  at  the  hearing,  the  pooling 
proxdsions  shox^d  be  revokeiL  The  pro¬ 
vision  was  intended  to  hax^  applicability 
only  to  plants  associated  with  the  Con¬ 
necticut  market,  not  to  other  markets. 
Actually,  the  provision  is  not  being  xised 
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since  there  are  no  supply  plants  pooled 
under  the  Connecticut  order.  Although 
the  provision  could  be  changed  to  apply 
to  the  merged  order,  there  is  little  prac¬ 
tical  use  for  doing  so.  Since  producer 
prices  in  the  New  England  markets  have 
been  higher  than  producer  prices  in  the 
New  York-New  Jersey  market,  and  this 
likely  will  continue  imder  the  merged  or¬ 
der,  there  will  be  no  incentive  for  supply 
plants  to  become  pooled  in  the  Order  2 
market. 

In  addition,  the  merged  order  provides 
automatic  pool  plant  status  during  the 
months  of  December  through  June  for 
any  supply  plant  that  qualified  as  a  pool 
supply  plant  in  each  of  the  immediately 
preceding  months  of  July  through 
November.  Since  the  merged  order  pro¬ 
vides  continuing  pool  plant  status  in  the 
flush  milk  production  months  for  a  sup¬ 
ply  plant  furnishing  the  market’s  needs 
in  the  months  of  short  milk  production, 
such  a  plant  should  not  be  considered 
as  a  pool  plant  under  Order  2  during  the 
months  in  which  such  a  plant  is  afforded 
automatic  pool  status  under  the  merged 
order. 

Rulings  on  Proposed  Findings  and 
Conclusions 

Briefs  and  proposed  findings  and  con¬ 
clusions  were  filed  on  behalf  of  certain 
interested  parties.  These  briefs,  proposed 
flndings  and  conclusions  and  the  evi¬ 
dence  in  the  record  were  considered  in 
making  the  flndings  and  conclusions  set 
forth  above.  To  the  extent  that  the  sug¬ 
gested  findings  and  conclusions  filed  by 
interested  parties  are  inconsistent  with 
the  flndings  and  conclusions  set  forth 
herein,  the  requests  to  make  such  flnd¬ 
ings  or  reach  .'mch  conclusions  are  denied 
for  the  reasons  previously  stated  in  this 
decision. 

General  Findings 

The  flndings  and  determinations  here¬ 
inafter  set  forth  are  supplementary  and 
in  addition  to  the  flndings  and  determi¬ 
nations  previously  made  in  connection 
with  the  issuance  of  each  of  the  afore¬ 
said  orders  and  of  the  previously  issued 
amendments  thereto;  and  all  of  said  pre¬ 
vious  flndings  and  determinations  are 
hereby  ratified  and  affirmed,  except  in¬ 
sofar  as  such  flndings  and  determina¬ 
tions  may  be  in  conflict  with  the  flndings 
and  determinations  set  forth  herein. 

The  following  flndings  are  hereby 
made  with  respect  to  the  tentative  mar¬ 
keting  agreement  and  the  order  for  the 
proposed  New  England  marketing  area: 

(a)  The  tentative  marketing  agree¬ 
ment  and  the  order  for  the  New  England 
marketing  area,  which  amends  and 
merges  the  Boston  Regional  and  Con¬ 
necticut  orders,  and  all  of  the  terms  and 
conditions  thereof,  will  tend  to  effectuate 
the  declared  policy  of  the  Act; 

(b)  The  parity  prices  of  milk  as  de¬ 
termined  pursuant  to  section  2  of  the 
Act  are  not  reasonable  in  view  of  the 
price  of  feeds,  available  supplies  of  feeds, 
and  other  economic  conditions  which  af¬ 
fect  market  supply  and  demand  for  milk 
in  the  New  England  marketing  area,  and 
the  minimum  prices  specified  in  the  ten¬ 
tative  marketing  agreement  and  the  or¬ 


der  for  the  New  England  marketing  area 
are  such  prices  as  will  reflect  the  afore¬ 
said  factors,  insure  a  sufficient  quantity 
of  pure  and  wholesome  milk,  and  be  in 
the  public  interest ; 

(c)  The  tentative  marketing  agree¬ 
ment  and  the.  order  for  the  New  England 
marketing  area  will  regulate  the  han¬ 
dling  of  milk  in  the  same  manner  as, 
and  will  be  applicable  only  to  persons  in 
the  respective  classes  of  industrial  and 
commercial  activity  specified  in,  the  mar¬ 
keting  agreements  upon  which  a  hearing 
has  been  held; 

(d)  All  milk  and  milk  products  han¬ 
dled  by  handlers,  as  defined  in  the  tenta¬ 
tive  marketing  agreement  and  the  order 
for  the  New  England  marketing  area  are 
in  the  current  of  interstate  commerce  or 
directly  burden,  obstruct,  or  affect  inter¬ 
state  commerce  in  milk  or  its  products; 
and 

(e)  It  is  hereby  found  that  the  neces¬ 
sary  expense  of  the  market  administrator 
for  the  maintenance  and  functioning  of 
such  agency'  will  require  the  payment  by 
each  handler,  as  his  pro  rata  share  of 
such  expense,  4  cents  per  hundredweight, 
or  such  lesser  amount  as  the  Secretary 
may  prescribe,  with  respect  to  milk  speci¬ 
fied  in  §  1001.85  of  the  tentative  market¬ 
ing  agreement  and  the  order  for  the  New 
England  marketing  area. 

The  following  flndings  are  hereby  made 
with  respect  to  the  tentative  marketing 
agreement  and  the  order  for  the  New 
York-New  Jersey  marketing  area; 

(a)  The  tentative  marketing  agree¬ 
ment  and  the  order,  as  hereby  proposed 
-to  be  amended,  and  all  of  the  terms  and 
conditions  thereof,  will  tend  to  effectuate 
the  declared  policy  of  the  Act; 

(b)  The  parity  prices  of  milk  as  deter¬ 
mined  pursuant  to  section  2  of  tine  Act 
are  not  reasonable  in  view  of  the  price 
of  feeds,  available  supplies  of  feeds,  and 
other  economic  conditions  which  affect 
market  supply  and  demand  for  milk  in 
the  marketing  area,  and  the  minimum 
prices  specified  in  the  tentative  market¬ 
ing  agreement  and  the  order,  as  hereby 
proposed  to  be  amended,  are  such  prices 
as  will  reflect  the  aforesaid  factors,  in¬ 
sure  a  sufficient  quantity  of  pure  and 
wholesome  milk,  and  be  in  the  public 
interest;  and 

(c)  The  tentative  marketing  agree¬ 
ment  and  the  order,  as  hereby  proposed 
to  be  amended,  will  regulate  the  han¬ 
dling  of  milk  in  the  same  manner  as,  and 
will  be  applicable  only  to  persons  in  the 
respective  classes  of  industrial  and  com¬ 
mercial  activity  specified  in,  a  marketing 
agreement  upon  which  a  hearing  has 
been  held. 

Recommended  Marketing  Agreements 
AND  Orders  Amending  the  Orders 

The  recommended  marketing  agree¬ 
ments  for  the  New  England  and  New 
York-New  Jersey  marketing  areas  are 
not  included  in  this  decision  because  the 
regulatory  provisions  thereof  would  be 
the  same  as  those  contained  in  the 
orders,  as  hereby  proposed  to  be 
amended.  The  fcdlowing  orders  amend¬ 
ing  the  orders,  as  amended,  regulating 
the  handling  of  milk  in  the  New  England 
and  New  York-New  Jersey  marketing 


areas  are  recommended  as  the  detailed 
and  appropriate  means  by  which  the 
foregoing  conclusions  may  be  carried  out; 

PART  1001— MILK  IN  THE  NEW 
ENGLAND  MARKETING  AREA 

General  Provisions 

Sec. 

1001.1  General  Provisions. 

Definitions 

1001.2  New  Engiand.marketlng  area. 

1001.3  Route  disposition. 

1001.4  Plant. 

1001.5  Pool  plant. 

1001.5a  Distributing  plant. 

1001.5b  Supply  plant. 

1001.5c  Cooperative  association  plant  lo¬ 
cated  in  the  marketing  area. 

1001.6  Exempt  distributing  plant. 

1001.7  Distributing  plant  for  unregulated 

markets. 

1001.8  Regulated  plant  under  another  Fed¬ 

eral  order. 

1001.9  Handler. 

1001.10  Producer-handler. 

1001.11  Dairy  farmer  for  other  markets. 

1001.12  Producer. 

1001.13  Producer  milk. 

1001.14  Pool  mUk. 

1001.15  Diverted  milk. 

1001.16  *  Exempt  milk. 

1001.17  Fluid  milk  product. 

1001.18  Cream. 

1001.19  Filled  milk. 

1001.20  Cooperative  association. 

Reports 

1001.30  Monthly  reports  of  receipts  and 

utilization. 

1001.31  Other  reports  of  receipts  and  utili¬ 

zation. 

1001.32  Reports  regarding  Individual  pro¬ 

ducers  and  dairy  farmers. 

1001.33  Notices  to  producers. 

Classification  of  Milk 

1001.40  Classes  of  utilization. 

1001.41  Classification  of  inventories. 

1001.42  Classification  of  fiuld  milk  products 

moved  to  plants. 

1001.43  Assignment  of  receipts  to  classes — 

in  general. 

1001.44  Initial  assignments  to  Class  I  milk. 

1001.45  Initial  assignments  to  Class  n  milk. 

1001.46  Special  assignments  at  pool  distrib¬ 

uting  plants. 

1001.47  Additional  assignments  to  Class  I 

and  Class  n  milk. 

1001.48  Market  administrator’s  report  con¬ 

cerning  classification. 

Class  prices 

1001.50  Class  prices. 

1001.51  Basic  formula  price. 

1001.52  Plant  location  adjustments. 

1001.53  Determination  of  applicable  zone 

locations  for  pricing  purposes. 

1001.54  Announcement  of  class  prices. 

1001.55  Equivalent  price. 

BLENDED  PRICE 

1001.60  Computation  of  value  of  fiuid  milk 

products  at  class  prices. 

1001.61  Computation  of  basic  blended 

price. 

1001.62  Annoimcement  of  blended  prices 

and  butterfat  differential. 

Payments  fob  Milk 

1001.70  Producer-settlement  fund. 

1001.71  Handlers’  producer-settlement  fund 

debits  and  credits. 

1001.72  Payments  to  and  from  the  producer- 

settlement  fund. 

1001.73  Payments  to  producers. 

1001.74  Payments  to  cooperative  associa¬ 

tions. 
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1001 .75  Statements  to  producers. 

1001.76  Butterfat  differential. 

1001.77  Adjustment  of  accounts. 

1001 .78  Charges  on  OTerdue  accounts. 

Administrativx  Assessmxnt  akd  Marketing 
Service  Deduction 

1001.85  Assessment  for  order  administra¬ 

tion. 

1001.86  Deduction  for  marketing  services. 

General  Provisions 
§  1001.1  General  provisions. 

The  terms,  definitions,  and  provisions 
in  Part  1000  of  this  chapter  are  hereby 
incorporated  by  reference  and  made  a 
part  of  this  order. 

Definitions 

§  1001.2  New  England  marketing  area. 

"New  England  marketing  area,”  here¬ 
inafter  called  the  "marketing  area,” 
means  all  territory  within  the  bound¬ 
aries  of  the  places  set  forth  below,  all 
waterfront  facilities  connected  therewith 
and  craft  moored  thereat,  and  all  terri¬ 
tory  therein  occupied  by  any  govern¬ 
mental  installation,  institution,  or  other 
similar  establishment: 

Connecticut 

All  of  the  State  of  Connecticut. 
Massachusetts 

Counties: 

Barnstable. 

Bristol. 

Didies. 

Essex. 

Franklin  (except  the  towns  of  New  Scdem, 
Orange,  and  Warwick).  - 
Hampden  (except  the  towns  of  Biimfield, 
Monson,  Palmer,  and  WsUes) . 

Hampshire  (except  the  town  of  Ware) . 
Middlesex. 

Norfolk. 

Plymouth. 

Suffolk. 

Worcester  (except  the  towns,  of  Athol, 
—  Barre,  Douglas,  East  Brookfield,  Ebrd- 
wlck.  New  Braintree,  North  Brookfield, 
Northbrldge,  Petersham,  Phl'llpston, 
Royalston,  Templeton,  Uxbridge,  Warren, 
West  Brookfield,  and  Wlnchendon) . 

New  Hampshirb 

Coimtles: 

Belknap. 

Cheshire. 

Orafton  (the  towns  of  Ashland,  Bridge- 
water,  Bristol,  Holderness,  and  Plymouth 
only). 

Hillsborough. 

Merrimack. 

Rockingham. 

Strafford. 

Sullivan  (except  the  town  of  Plainfield) . 
Rhode  Island 

All  cities  and  towns  except  New  Shoreham 
(Block  Island). 

Vermont 

Counties: 

Bennington  (the  towns  of  Landgrove,  Peru, 
and  Winhall  only) . 

Windham  (except  Somerset) . 

Windsor  (the  towns  of  Andover,  Baltimore, 
Cavendish,  Chester,  Ludlow,  Plymouth, 
Reading,  l^rlngfleld,  Weathersfield,  Wes¬ 
ton,  West  Windsor,  and  Windsor  only). 

§  1001.3  Route  disposition. 

"Route  disposition”  means  distribution 
of  Class  I  milk  by  a  handler  to  retail  or 
wholesale  outlets,  which  include  vending 


machines  but  do  not  include  plants  or 
distribution  points.  The  route  disposition 
of  a  handler  shall  be  attributed  to  the 
processing  and  packaging  plant  frmn 
which  the  Class  I  milk  is  moved  to  retail 
or  wholesale  outlets  without  intermedi¬ 
ate  movement  to  another  processing  and 
packaging  plant. 

§  1001.4  Plant. 

"Plant”  means  the  land  and  buildings, 
together  with  their  surroimdings,  facil¬ 
ities,  and  equipment,  constituting  a  single 
operating  unit  or  establishment  that  is 
operated  by  one  or  more  persons  engaged 
in  the  business  'of  handling  fluid  mUk 
products  for  resale  or  manufacture  into 
milk  products  and  used  for  the  handling 
or  processing  of  milk  or  milk  products. 
The  term  "plant”  shall  not  hiclude: 

(a)  Distribution  points  (separate 
premises  used  primarily  for  the  transfer 
to  vehicles  of  packaged  fiuid  milk  prod¬ 
ucts  moved  there  from  processing  and 
packaging  plants) ;  or 

(b)  Bulk  reload  points  (separate 
premises  used  for  the  transfer  of  milk 
en  route  from  dairy  farmers’  farms  to  a 
plant,  at  which  premises  facilities  for 
washing  and  sanitizing  cans  or  tank 
trucks  are  not  maintained  and  used) . 

§1001.5  Pool  plant. 

"Pool  plant”  means  any  plant  that 
meets  the  applicable  conditions  for  pool 
plant  status  under  §§  1001.5a,  1001.5b,  or 
1001.5c.  However,  if  the  market  adminis¬ 
trator  determines  that  a  specified  propor¬ 
tion  or  quantity  of  the  receipts  from  dairy 
farmers  and  of  pool  milk  from  other 
sources  handled  at  a  plant  is  not  avail¬ 
able  for  Cfiass  Tuse  because  there  is  in 
force  an  imconditional  contract  for  the 
plant  to  supply  fluid  milk  i»‘oduct8  for 
Cfiass  n  use,  the  plant  shall  not  be  a  pool 
plant  for  the  month  in  which  the  market 
administrator  notifies  the  handler  of  the 
determination  and.  for  any  subsequent 
month  in  which  the  contract  is  in  force 
for  any  part  of  the  month. 

§  1001.5a  Distributing  plant. 

Each  processing  and  packaging  plant 
(other  than  a  producer-handlers  plant 
under  any  Federal  order  or  a  regx^ted 
plant  under  another  Federal  order)  shall 
be  a  pool  distributing  plant  in  any  month 
in  which  it  meets  the  conditions  specified 
in  this  section.  Receipts  and  disposition 
of  filled  milk  shall  be  excluded  in  deter¬ 
mining  whether  a  plant  has  met  these 
conditions. 

(a)  Its  total  Class  I  disposition  in  the 
month,  or  in  either-  of  the  2  preceding 
months,  is  not  less  than  40  percent  of 
Its  total  receipts  of  fluid  milk  products  In 
the  corresponding  month. 

(b)  Its  route  disposition  in  the  maiket- 
ing  area  in  the  month: 

(1)  Is  not  less  than  10  percent  of  its 
total  receipts  of  fluid  milk  products; 

(2)  Exceeds  its  route  disposition  in  any 
other  Federal  marketing  area;  and 

(3)  Exceeds  700  quarts  on  any  day  or  a 
daily  average  oi  300  quarts. 

§  1001.5b  Supply  ^ant. 

Each  plant  (other  than  a  plant  de¬ 
scribed  in  paragraph  (e)  of  this  section) 


shall  be  a  pool  supply  plant  in  any  month 
in  which  it  meets  the  conditions  specified 
in  paragraidi  (a) ,  and  in  paragnmh  (b) , 

(c) ,  or  (d) ,  of  this  section.  Receipts  and 
disposition  of  filled  milk  shall  be  excluded 
in  determining  whether  a  plant  has  met 
these  conditions.  For  the  piuroees  of  this 
section,  milk  received  at  a  plant  from  a 
cooperative  association  in  its  capacity'  as 
a  handler  under  S  1001.9(d)  shall  be  con¬ 
sidered  as  having  been  received  at  that 
plant  from  dairy  farmers’  farms. 

'  (a)  It  is  a  plant  at  which  facilities  are 
maintained  and  used  for  washing  and 
sanitizing  csms  or  tank  trucks  and  to 
which  milk  is  moved  from  dairy 
farmers’  farms  in  cans  and  is  there  ac¬ 
cepted,  weigher  or  measured,  sampled, 
and  cooled,  or  to  which  milk  is  moved 
from  dairy  farmers’  farms  in  tank  trucks 
and  is  there  transferred  to  stationary 
equipment  or  to  other  vehicles. 

(b)  It  is  a  plant  from  which  in  the 
month  of  July  at  least  15  percent,  and  in 
any  month  of  August  through  November 
at  least  25  percent,  of  its  total  receipts  of 
milk  from  dairy  farmers’  farms  is  shipped 
as  fluid  milk  products,  other  than  as  di¬ 
verted  milk,  to  pool  distributing  plants. 

(c)  For  any  month  of  July  through 
November,  it  is  one  of  a  group  of  plants 
that  meets  the  conditions  specified  in  this 
paragraph. 

(1)  ’The  handler’s  written  request  for 
continuation  of  pool  supply  plant  status, 
which  the  plant  held  imder  his  operation 
in  the  preceding  month,  is  received  by 
the  market  administrator  on  or  before 
the  16th  day  of  the  month. 

(2)  ’The  group  of  plants,  considered  as 
a  unit,  meets  the  shipping  requirements 
specified  in  paragraph  (b)  of  this  sec¬ 
tion. 

(3)  To  qualify  as  a  pool  supply  plant 
under  this  paragraph  in  November  of  any 
year,  the  plant,  considered  individually, 
shsdl  have  met  the  shipping  requirements 
specified  in  paragraph  (b)  of  this  section 
in  one  of  the  months  of  July  through 
October  of  that  year. 

(4)  For  the  purposes  of  this  paragraph, 
any  supply  plant  operated  by  a  coopera¬ 
tive  association  that  is  also  a  handler 
under  S  1001.9(d)  may  be  considered  as 
one  of  a  group  of  plants.  In  that  event, 
the  group’s  total  receipts  of  milk  from 
dairy  farmers’  farms  shall  be  the  total  of 
such  receipts  by  the  association  other 
than  at  any  of  its  plants  that  is  not  one 
of  the  group,  and  the  group’s  qualifying 
shipments  shall  consist  of  the  qualifying 
plus  the  quantity  of  milk  moved  from 
farms  of  its  members  to  pool  distributing 
plants  by  the  association  In  its  capacity 
as  a  handler  under  1 1001.9(d). 

(d)  For  any  month  of  December 
through  June,  it  is  a  plant  from  which  at 
least  15  percent  of  its  total  receipts  of 
milk  from  didry  fanners’  farms  is  shipped 
as  fluid  milk  products,  other  than  as  di¬ 
verted  milk,  to  pool  distributing  plants, 
or  it  is  a  idant  that  meets  the  require¬ 
ments  for  automatic  pool  plant  status 
specified  in  this  paragraph.  ’Ihe  auto¬ 
matic  p(xd  plant  status  at  a  plant  shall 
be  revoked  for  any  month  for  which  the 
mariiet  administrator  has  received  the 
handler’s  written  request  for  revocation 
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cn  or  before  the  16th  day  of  that  month. 

In  that  event,  the  plant  shall  not  have 
aatomatlc  pool  plant  status  In  any  sub- 
aeiiu^  month  of  the  current  December 
tbnmih  June  period. 

<1)  The  plant  was  a  pool  supply  plant 
In  each  of  the  preceding  months  of  July 
through  November;  or 

(2)  The  plant  was  a  po(d  supply  plant 
In  a  least  two  of  the  preceding  months 
of  July  through  November  and  would 
have  been  such  a  plant  In  all  other 
months  in  that  period  had  it  not  been  a 
pool  plant  under  the  New  York-New 
Jersey  Federal  order. 

(e)  No  plant  shall  be  a  pool  supply 
plant  in  any  month  in  which  it  is  op¬ 
erated  as: 

(1)  A  pool  distributing  plant; 

(2)  The  plant  of  a  producer-handler 
under  any  Federal  order; 

(3)  A  regulated  plant  under  another 
Federal  order  if  its  Class  I  dispo^tion 
of  flxiid  milk  products,  except  filled  milk, 
in  the  marketing  area  regulated  by  that 
order  exceeds  its  shipments  of  fluid  milk 
products,  except  filled  milk,  to  pool  dis¬ 
tributing  plants  tmder  this  order;  or 

(4)  A  plant  designated  as  a  regular 
pool  plant  under  the  New  York-New 
Ja*sey  Federal  order. 

§  1001.5c  Cooperative  association  plant 
located  in  die  marketing  area. 

Ea^  plant  other  than  a  plant  oper¬ 
ated  as  a  pool  distributing  plant  or  a 
pool  supply  plant,  that  is  located  in  the 
marketing  area  and  operated  hv  a  co¬ 
operative  association  shall  be  a  pool 
plant  in  any  }nonth  in  which  its  route 
disposition  does  not  exceed  2  percent  of 
its  total  receipts  of  fiuid  milk  products. 
Receipts  and  disposition  of  filled  milk 
shall  be  excluded  in  determining  whether 
a  plant  has  met  these  conditions. 

§  1001.6  Exempt  distributing  plant. 

"Exempt  distributing  plant”  means: 

(a)  A  plant,  other  than  a  pool  supply 
plant  or  a  regulated  plant  under  another 
Federal  order,  that  meets  all  the  re¬ 
quirements  for  status  as  a  pool  distribut¬ 
ing  plant  except  that  its  route  disposi- 
tion  (exclusive  of  filled  milk)  in  the 
marketing  area  In  the  month  does  not 
exceed  700  quarts  on  any  day  or  a  daily 
average  of  300  quarts. 

<b)  A  plant  that  is  operated  by  a  gov¬ 
ernmental  agetrcy  and  from  which  there 
is  route  disposition  in  the  marketing 
area. 

§  1001.7  Dutribnling  idant  for  unregu¬ 
lated  markets. 

"Distributing  plant  for  tmregulated 
markets”  means  a  processing  and  pack¬ 
aging  plant  from  which  the  route  dispo¬ 
sition  outside  any  Federal  markethig 
area  amounts  to  more  than  50  percent 


§  1(H)1.S  Regidated  plant  under  anoihor 

Fedend  imder. 

“Regulated  plant  jmder  another  Fed¬ 
eral  ord^”  means  a  pool  plant  tmder 
another  Federal  order  or  any  other  plant 
at  which  all  fluid  milk  products  han¬ 
dled  become  subject  to  the  classification 
and  pricing  provisions  of  another  Fed¬ 
eral  order. 

$  1001.9  Handler. 

“Hanifler"  means: 

(a)  Any  person  who  operates  a  pool 
plant; 

(b)  Any  person  who  operates  any 
other  plant,  or  a  pool  bulk  tank  unit  as 
defined  under  another  Federal  order, 
from  which  fluid  milk  products  are  dis¬ 
posed  of,  directly  or  indirectly,  in  the 
marketing  area; 

(c)  Any  person  who  does  not  operate 
a  plant  but  who  engages  in  the  busi¬ 
ness  of  receiving  fiuid  milk  products  for 
resale  and  distributes  to  retail  or  whole¬ 
sale  outlets  packaged  fluid  milk  products 
received  from  any  plant  described  in‘ 
paragraph  (a)  or  (b)  of  this  section;  or 

(d)  Any  cooi>erative  association  \^th  - 
respect  to  the  milk  that  is  moved  from 
farms  in  tank  trucks  (derated  by,  or  un¬ 
der  contract  to,  the  association  to  pool 
plants  or  as  diverted  milk  to  nonpool 
plants,  other  than  a  producar-handler’s 
plant,  for  the  accoimt  of,  and  at  the  di¬ 
rection  of,  the  association.  The  associa¬ 
tion  shall  be  considered  as  the  handler 
who  received  the  milk  from  the  dairy 
farmers.  However,  the  cooperative  asso¬ 
ciation  shall  not  the  handler  with  re¬ 
ject  to  the  milk  moved  from  any  farm 
if  the  association  and  the  operator  of  the 
pool  plant  to  which  milk  from  such  farm 
is  moved  both  submit  a  request  in  writ¬ 
ing,  on  or  before  the  due  date  for  filing 
the  monthly  reports  (tf  receipts  and  utili¬ 
zation,  that  the  operator  of  the  pool 
plants  be  considered  as  the  handler  who 
received  the  milk  from  the  dairy  farmer, 
and  the  pool  plant  operator’s  request 
states  that  he  is  purchasing  the  milk 
from  such  farm  on  the  basis  of  the  farm 
bulk  tank  measurement  readings  and  the 
butterfat  tests  of  samples  of  the  milk 
taken  from  the  farm  bulk  tank. 

§  KMll.lO  Producer-handler. 

“Producer-handler”  means  any  person 
who,  during  the  month,  is  both  a  dairy 
farmer  and  a  handler  and  who  meets  the 
conditions  specified  in  each  of  the  para¬ 
graphs  of  this  section. 

(a)  He  provides  as  his  own  enteriH'ise 
and  at  his  own  risk  the  maintenance, 
care,  and  management  of  the  dairy  herd 
and  other  resources  and  facilities  that 
he  uses  to  produce  milk,  to  process  and 
package  such  milk  at  his  own  plant,  and 
to  distribute  it  as  route  disposition. 

(b)  His  own  route  disposition  consti¬ 
tutes  the  majority  of  the  roifie  disposi¬ 
tion  from  his  idant. 


plants.  If  his  receipts  from  own  produc¬ 
tion  and  the  total  route  disposition  from 
his  plant  each  exceed  4,300  pounds  per 
day  for  the  month,  his  receipts  from  pool 
plants  are  not  in  excess  of  2  percent  of 
his  receipts  from  own  production.  For 
the  purposes  of  this  paragraph,  his  re¬ 
ceipts  of  fluid  milk  products  shall  include 
receipts  from  plants  of  other  persons  at 
all  retail  and  wholesale  outlets  that  arc 
located  in  a  Federal  marketing  area  and 
operated  by  him,  an  affiliate,  or  any  per¬ 
son  who  controls  or  is  controlled  by  him. 

§  1001.11  Dairy  farmer  for  other  mar¬ 
kets. 

“Dairy  farmer  for  other  markets” 
means  any  dairy  farmer  described  in 
this  section.  For  the  purposes  of  this  sec¬ 
tion,  the  acts  of  any  person  who  is  an 
affiliate  of,  or  who  controls  or  is  con¬ 
trolled  by,  a  handler  or  dealer  sh^  be 
considered  as  having  been  performed  by 
the  handler  or  dealer.  Receipts  from  a 
“dairy  farmer  for  other  markets”  under 
paragraphs  (a) ,  (b) ,  and  (c)  of  this  sec¬ 
tion  shall  be  considered  as  receipts  from 
the  unregulated  plant  at  which  the 
greatest  quantity  of  his  milk  was  re¬ 
ceived  in  the  most  recent  month. 

(a)  The  term  includes  a  dairy  farmer 
with  respect  to  milk  that  is  purchased 
from  him  during  the  month  by  a  dealer 
who  operates  a  plant  but  does  not  op¬ 
erate  a  pool  plant,  if  the  milk  is  nmved 
to  a  pool  plant  directly  from  the  dairy 
farmer’s  farm.  The  term  shall  not  apply 
to  the  dairy  farmer,  however,  if  all  the 
nonpool  milk  purchased  from  him  during 
the  month  by  ihe  same  dealer  is  a  re¬ 
ceipt  of  producer  milk  under  the  provi¬ 
sions  of  another  Federal  order  or  will 
be  such  if  the  dairy  farmer  is  a  producer 
under  this  order. 

(b)  The  term  includes  a  dairy  farmer 
with  respect  to  milk  that  is  purchased 
from  him  by  a  handler  and  moved  to  a 
pool  plant  or  that  is  purchased  from  him 
by  a  oo(H>erative  association  In  its  capac¬ 
ity  as  a  handler  under  S  1001.9(d) ,  if 
that  handlo:  caused  milk  from  the  same 
farm  to  be  moved  as  nonpool  milk  to  any 
plant  during  the  same  month.  The  term 
shall  not  apply  to  the  dairy  farmer,  how¬ 
ever,  if  all  the  nonpool  milk  is  a  receipt  of 
producer  milk  imder  the  provisions  of 
another  Federal  order  or  will  be  such  if 
the  dairy  farmer  is  a  producer  under  this 
order  or  if  all  the  nonpool  milk  is  exclud¬ 
ed  from  producer  milk  under  1 1001.15. 

(c)  The  term  includes  a  dairy  farmer 
with  respect  to  milk  that  is  received 
from  him  by  a  handler  at  a  pool  plant 
or  that  is  purchased  from  him  by 
a  cooperative  association  in  its  capac¬ 
ity  as  a  handler  imder  8  1001.9(d)  dur¬ 
ing  any  of  the  months  of  December 
through  June,  if  tibe  handler  caused  non¬ 
pool  milk  from  the  same  farm  to  be  re¬ 
ceived  during  any  of  the  preceding 
months  of  July  through  November  at  a 
plant  that  Is  not  a  pool  plant  under  any 
Federal  order  in  the  current  month.  The 
term  shall  not  apply  to  the  dairy  farmer, 
however,  if  all  the  nonpool  milk  was  a 
receipt  of  iH'oduoer  mitt:  imder  the  pro¬ 
visions  of  another  Federal  order  or  repre- 


of  its  total  receipts  of  fluid  milk  prod¬ 
ucts  during  the  month.  The  term  shall 
not  amdy  to  a  pool  plants  an  exempt 
dlstribuUng  idant,  a  producer-handler’s 
idant  under  any  Federal  order,  or  a  regu¬ 
lated  plant  tmder  another  Federal  order. 


(c>  The  quantity  of  route  disposition 
in  the  maricetlng  area  from  his  plant  is 
greator  than  in  any  other  Federal  mar¬ 
keting  area. 

(d)  He  receives  no  fluid  milk  products 
except  from  his  own  production  and  pool 
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sented  receipts  from  own  production  by 
a  producer-handler  under  any  Federal 
order,  or  was  excluded  from  producer 
milk  imder  §  1001.15. 

(d)  Notwithstanding  the  provisions  of 
paragraphs  (a) ,  (b) ,  and  (c)  of  this  sec¬ 
tion,  the  term  shall  apply  to  any  dairy 
farmer  with  respect  to  milk  moved  from 
his  farm  to  a  handler’s  pool  plant  or  pur¬ 
chased  from  him  by  a  cooperative  asso¬ 
ciation  in  its  capacity  as  a  handler  under 
§  1001.9(d)  during  any  month  in  which 
milk  from  that  farm  was  received  as  base 
milk  under  another  Federal  order. 

§  1001.12  Producer. 

“Producer”  means  a  dciiry  farmer  who 
produces  milk  that  is  moved,  other  than 
in  packaged  form,  frmn  his  farm  to  a  pool 
plant,  or  to  any  other  plant  as  diverted 
milk.  However,  the  term  shall  not  in¬ 
clude: 

(a)  A  producer-handler  under  any 
Federal  order; 

(b)  A  dairy  farmer  with  respect  to 
milk  caused  to  be  moved  from  his  farm 
to  a  pool  plant  under  this  order  by  a 
handle  under  another  Federal  order  if 
all  of  the  dairy  farmer’s  milk  so  received 
is  considered  as  a  receipt  from  a  producer 
under  the  provisions  of  the  other  Federal 
order; 

(c)  A  dairy  farmer  for  other  markets; 

(d)  A  dairy  farmer  who  is  a  local  or 
state  government  that  has  nonproducer 
status  for  the  month  imder  S  1001.16(c) ; 

(e)  A  dairy  farmer  with  respect  to 
salvage  product  assigned  under  $  1001.45 

(e) ; 

(f)  A  dairy  farmer  with  respect  to  milk 
that  is  excluded  from  producer  milk 
under  S  1001.15;  or 

(g)  A  dairy  farmer  with  respect  to 
milk  that  a  handler  causes  to  be  moved 
frmn  the  dairy  fanner’s  farm  to  a  regu¬ 
lated  plant  under  another  Federal  order 
If  any  portion  of  such  dairy  farmer’s  milk 
so  moved  is  assigned  to  Class  I  milk  under 
the  provisions  of  such  other  order. 

§  1001.13  Producer  milk. 

“Producer  milk”  means  milk  that  the 
handler  has  received  from  producers.  The 
quantity  of  milk  received  by  a  handler 
from  producers  shall  include  any  milk  of 
a  producer  that  was  not  received  at  any 
plant  but  which  the  handler  or  an  agent 
of  the  handler  has  accepted,  measured, 
sampled,  and  transferred  from  the  pro¬ 
ducer’s  farm  tank  into  a  tank  truck  dur¬ 
ing  the  month.  Such  milk  shall  be  con¬ 
sidered  as  having  been  received  at  the 
pool  plant  at  which  other  milk  frmn  the 
same  farm  of  that  producer  is  received 
by  the  handler  during  the  month,  ex- 
c^t  that  in  the  case  of  a  cooperative  as¬ 
sociation  in  its  capacity  as  a  handler 
under  §  1001.9(d),  the  milk  shall  be  c(m- 
sidered  as  having  been  received  at  a 
plant  in  the  sone  location  of  the  pool 
plant,  or  pool  plants  within  the  same 
zone,  to  which  the  greatest  aggregate 
quantity  of  the  milk  of  the  cooperative 
association  in  such  capacity  was  moved 
during  the  current  month  or  the  most 
recent  month. 


§1001.14  Pool  milk. 

“Pool  milk”  means  fluid  milk  products 
(other  than  exempt  milk)  received  or 
disposed  of  as  specifled  in  this  section, 
except  that  with  respect  to  fllled  milk 
the  term  shall  include  only  the  quantity 
proved  to  have  been  made  from  other 
fresh  fluid  milk  products. 

(a)  Receipts  of  producer  milk; 

(b)  The  following  receipts  of  fluid  milk 
products  at  pool  plants  (exclusive  of  re¬ 
ceipts  from  other  pool  plants,  producer- 
handlers  under  any  Federal  order,  ex¬ 
empt  distributing  plants,  and  receipts 
from  regulated  plants  and  pool  bulk  tank 
units  under  other  Federal  orders  that  are 
classifled  and  priced  under  the  other  or¬ 
ders)  : 

(1)  Receipts  at  pool  distributing  plants 
from  plants  located  outside  the  New 
England  States  and  beyond  zone  40; 

(2)  Receipts  at  pool  plants,  other  than 
pool  distributing  plants,  to  the  extent  as¬ 
signed  to  Class  I  milk  under  S  1001.45 
(g) ,  from  plants  located  outside  the  New 
England  States  and  beyond  zone  40;  and 

(3)  Receipts  at  pool  plants,  to  the  ex¬ 
tent  assigned  to  Class  I  mUk  under 
i  1001.45(h),  from  plants  located  within 
one  of  the  New  England  States  or  in  zone 
40  or  a  nearer  zone,  exclusive  of  bulk 
fluid  milk  products  from  distributing 
plants  for  unregulated  markets;  and 

(c)  Route  disposition  in  the  marketing 
area  from  any  processing  and  packaging 
plant  (except  a  pool  plant,  a  producer- 
handler’s  i^nt  under  any  Federal  order, 
an  exempt  distributing  plant,  or  a  regu¬ 
lated  plant  under  another  Federal  or¬ 
der).  In  determining  the  quantity  of 
pool  milk  imder  this  paragnmh,  the  total 
quantity  of  route  disposition  in  the  mar¬ 
keting  area  from  the  plant  flrst  shall  be 
reduced  by  the  quantity  of  fluid  milk 
products  received  at  the  plfmt  during  the 
month  that  is  classifled  and  priced  as 
Class  I  milk  or  the  equivalent  thereof 
under  any  marketwide  pool  Federal  or¬ 
der  and  that  is  not  used  to  offset  route 
disposition  in  any  other  Federal  mar- 
ketilig  area. 

§  1001.15  Diverted  milk. 

“Diverted  milk”  means  milk,  other 
than  that  excluded  under  i  1001.12  from 
being  considered  as  received  from  a  pro¬ 
ducer,  that  meets  the  conditions  set  forth 
in  paragraph  (a)  or  (b)  of  this  section 
and  is  not  excluded  fnun  diverted  milk 
under  paragraih  (c)  of  this  section.  For 
purposes  of  this  section,  the  terms  “pro¬ 
ducer  milk”  and  “pool  plant”  shall  in¬ 
clude  any  milk  or  any  plant  that  met 
the  “producer  milk”  m*  “pool  plant”  def¬ 
initions  of  the  Boston  Regional  and  Con¬ 
necticut  orden  at  the  applicable  time. 

(a)  Milk  that  a  handler  in  his  capac¬ 
ity  as  the  operator  of  a  pool  plant  reports 
as  having  been  moved  from  a  dairy  farm¬ 
er’s  farm  to  the  pool  plant,  but  which  he 
caused  to  be  moved  from  the  farm  to  an¬ 
other  plant  that  is  not  a  plant  of  a 
producor-handler,  if  the  handler  specifi¬ 
cally  reports  such  movement  to  the  other 
plant  as  a  movement  of  diverted  milk, 
and  the  conditions  of  paragraph  (a)  (1) 


or  (2)  of  this  section  have  been  met  Milk 
that  is  diverted  milk  under  this  para¬ 
graph  shall  be  considered  to  have  been 
received  at  the  pool  plant  from  which  it 
was  diverted,  but  for  pricing  purposes  the 
location  adjustments  for  the  zone  loca¬ 
tion  specified  in  §  1001.53  shall  be  used. 

(1)  During  any  2  months  subsequent 
to  July  of  the  preceding  calendar  year,  or 
during  the  current  month,  on  more  than 
half  of  the  days  on  which  the  handler 
caused  milk  to  be  moved  from  the  dairy 
farmer’s  farm  during  the  month,  all  of 
the  milk  that  the  handler  caused  to  be 
moved  from  that  farm  was  physically 
received  as  producer  milk  at  the  han¬ 
dler’s  pool  plant  or  at  another  Of  the 
handler’s  pool  plants  that  is  no  longer 
operated  as  a  plant. 

(2)  During  the  current  month  and  not 
more  than  5  other  months  subsequent  to 
July  of  the  preceding  calendar  year,  milk 
from  the  dairy  farmer’s  farm  was  re¬ 
ceived  at  or  diverted  from  the  handler’s 
pool  plant  as  producer  milk,  and  during 
the  current  month  all  of  the  milk  from 
that  farm  that  the  handler  reported  as 
diverted  milk  was  moved  from  the  farm 
in  a  tank  truck  in  which  it  was  inter¬ 
mingled  with  milk  from  other  farms,  the 
milk  from  a  majority  of  which  farms  was 
diverted  from  the  same  pool  plant  in  ac¬ 
cordance  with  the  preceding  provisions  of 
this  par&igraph. 

(b)  Milk  that  a  cooperative  association 
in  its  capacity  as  a  handler  under  9  1001.- 
9(d)  caused  to  be  moved  from  a  dairy 
farmer’s  farm  to  a  nonpool  plant  that  is 
not  a  plant  of  a  producer-handler  if  the 
association  specifically  reports  the  move¬ 
ment  to  such  plant  as  a  movement  of 
diverted  milk,  and  the  conditions  of 
paragraph  (b)  (1)  or  (2)  of  this  section 
have  been  met.  Milk  that  is  diverted  un¬ 
der  this  paragraph  shall  be  considered  to 
have  been  received  by  the  cooperative  as¬ 
sociation  in  its  capacity  as  a  handler 
under  9  1001.9(d) ,  but  for  pricing  pur¬ 
poses  the  location  adjustments  for  the 
zone  location  specifled  in  9  1001.53  shall 
be  used. 

(1)  During  any  2  months  subsequent 
to  July  of  the  preceding  calendar  year,  or 
during  the  current  month,  on  more  than 
half  of  the  days  on  which  the  cooperative 
association  in  its  capacity  as  a  handler 
under  9 1001.9(d)  caused  milk  to  be 
moved  from  the  farm  as  producer  milk 
during  the  month,  all  of  the  milk  that 
the  association  caused  to  be  moved  from 
the  farm  was  physically  received  at  a 
pool  plant 

(2)  During  the  ciurent  month  and  not 
more  than  5  other  months  subsequent  to 
July  of  the  preceding  calendar  year,  the 
cooperative  association  in  its  capacity  as 
a  handler  under  9  1001.9(d)  caused  milk 
to  be  moved  frmn  the  dairy  farmer’s  farm 
as  producer  milk,  and  during  the  current 
month  all  of  the  milk  from  that  farm 
that  the  cooperative  association  in  its 
cimacity  as  a  handler  under  9  1001.9(d) 
reported  as  diverted  milk  was  moved  from 
the  farm  in  a  tank  truck  in  which  it  was 
intermingled  with  milk  from  other  farms, 
the  mUk  from  a  majority  of  vdiich  farms 
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was  diverted  by  the  association  in  accord-  §  1001.17  Fluid  m 
ance  with  the  preceding  provisions  of  this  “piuid  tumr  w/ 

paragraph.  skimmed  mtiir  ]lav( 

(c)  MUk  moved,  as  described  in  para- 

^phs  (a)  aM  (b)  of  this  section,  from  miUr  co 

dairy  farmers’  farms  to  nonpool  plants  , 

in  excess  of  25  percent  of  the  total  quan-  ^  cream  contain 
tity  of  producer  milk  received  (includi^  x  hutterfat  Th# 
diversions)  by  the  handler  during  the 
month  shall  not  be  diverted  milk.  Such  “ 

milk,  and  any  other  mUk  reported  as  di-  * 

verted  mUk  that  fails  to  meet  the  require-  containers  and  sue] 
ments  set  forth  in  this  section.  shaU  be 
considered  as  hav^  been  moved  dnec^  ^ 
from  the  dairy  fanners’  farim  to  the  condensed  milk  o: 
p  ant  of  physical  receipt,  and  if  either  plain  or  swee 

pla^  is  a  nonpool  plant  the  nulk  shaU  be  product  that  conta 
excluded  from  producer  milk.  If  the  han-  noiunilk  fat  (or  (ril 
dler  fails  to  designate  the  dairy  farmers  ^ave  been  pit 
vsiiose  milk  is  to  be  so  excluded,  the  entire  disposition  to  retai 
quantity  of  milk  that  the  handler  caused  j^re  referred  to  in  t 
to  be  moved  from  dairy  farmers’  farms  products 

directly  to  nonpool  plants  during  the 
month  shall  be  excluded  frwn  producer  §  1001.18  Cream. 
miUc.  ,  “Cream,”  for  p\i 

§  1001.16  Exempt  milk.  means  that  portioi 

X  less  than  10  p 

Exempt  milk  mea^:  rises  to  the  surfac< 

(a)  Fluid  milk  products  received  at  a  ^r  is  separated  fr< 
pool  plant  in  bulk  from  a  nonpool  plant  force.  The  term 
to  be  processed  and  packaged,  for  which  creain  frozen  ert 
an  equivalent  quantity  of  packaged  fluid  ^constituted  creaj 
milk  products  is  returned  to  the  operator  n,inr  or  RirimmoH’ 
of  the  nonpool  plant  during  the  same  tninina  in  nercent 
month,  if  the  receipt  of  bulk  fluid  milk 
products  and  return  of  packaged  fluid  §  1001.19  Filled  i 
milk  products  occur  during  an  interval 
in  which  the  facilities  of  the  nonpool 
plant  Tit  which  the  fluid  mUk  products 
are  usually  processed  and  packaged  are 
temporarily  unusable  because  of  Are, 
flood,  storm,  or  similar  extraordinary  cir¬ 
cumstances  completely  beyond  the  deal¬ 
er’s  control: 


month  with  the  market  administrator. 
Such  report  shall  be  in  the  detail  and 
on  forms  prescribed 'by  the  market  ad¬ 
ministrator  and  shall  itiiow  the  quanti¬ 
ties  of  skim  milk  and  butterfat  contained 


(a)  Receipts  of  milk  and  milk  prod¬ 
ucts  in  the  f  mm  of : 

(1)  Producer  milk  (including  the  spe- 
eifle  quantities  of  diverted  milk  and  re¬ 
ceipts  from  the  handler’s  own  produc¬ 
tion)  ; 

(2)  Pool  milk  other  than  producer 
milk; 

(3)  Fluid  milk  products  and  cream 
from  all  other  plants; 

(4)  Milk  from  cooperative  associations 
in  their  capacity  as  handlers  imder 
§  1001.9(d) ;  and 

(5)  Fluid  milk  products  and.  cream 
from  all  other  soiuces  (including  the 
quantities  of  fluid  milk  products  or 
cream  reconstituted  from  other  milk 
products  and  the  quantities  of  other 
milk  products  used  to  fortify  fluid  milk 
products  or  cream) ; 

(b)  Inventories  of  fluid  milk  iMTxlucts 
and  cre£uu  at  the  beginning  and  at  the 
Old  the  month; 

(c)  The  respective  quantities  of  fluid 
milk  products  and  cream  sold,  distrib¬ 
uted,  used,  or  otherwise  disposed  of,  and 
classified  in  accordance  with  the  pro¬ 
visions  of  §§  1001.40  through  1001.42; 
and 

(d)  Bulk  milk  received  at  a  handler’s 
“Pilled  milk”  means  any  combination  pool  plant  from  a  cooperative  associa- 

>f  nonmilk  fat  (of  oil)  with  skimmed  tion  in  its  capacity  as  the  cqierator  of  a 
nilk  (whether  fresh,  cultured,  reconstl-  pool  plant  or  as  a  handler  imder  §  1001.9 
buted  or  modified  by  the  addition  of  (d),  if  such  milk  was  rejected  by  the 
lonfat  milk  solids) ,  with  or  without  handler  sidisequent  to  his  receipt  of  the 
tnilkfat,  so  that  the  product  (including  milk  on  the  basis  that  It  was  not  of  mar- 
stabilizers,  emulsifiers  or  flavoring)  re-  ketable  quality  at  the  time  the  milk  was 
sembles  milk  or  any  other  fluid  milk  delivered  to  the  handler’s  plant,  and 
product,  and^ontains  less  than  6  per-  such  milk  was  removed  from  ^e  plant  in 
cent  nonmilk  fat  (or  oil).  bulk  form  by  the  cooperative  assoda- 

K  ifwii  r _ _ was  replaced  with  other  milk 

81001.20  Cas^uveassocation.  from  the  association.  Except  for  puT- 

“Cooperative  association”  means  any  poses  of  this  paragraph  and  f  lOOLSKc), 
cooperative  marketing  association  of  such  milk  that  was  so  removed  from  the 
producers  which  the  Secretary  deter-  handler’s  plant  shall  be  treated  for  all 
mines :  other  purposes  of  the  mder  as  though 

(a)  To  be  qmdifled  under  the  provl-  it  had  riot  been  delivered  to  and  received 
sions  of  the  Act  of  Congress  of  February  B't  the  handler’s  plant. 

known  as  the  “Capper-Volstead  §  iooi.31  Other  report  of  receipt*  4md 
*  utilization, 

(b)  To  have  full  authority  in  the  sale  ..v 

of  milk  of  its  members;  and  ,  ^ 

,  .  _  ,  .  ,  ,  to  file  monthly  TQMrts  of  receipts  and 

(c)  To  be  engaged  in  making  col-  utilization  under  i  1001.80  shall  file  with 

lective  sales  of.  or  marketing,  milk  or  its  market  administrator  reports  relat- 
products  for  its  members.  ing  to  his  receipts  and  utilization  of 

{Reports  products  at  the  time  and 

in  the  manner  prescribed  by  the  market 
§  1001.30  Monthly  reports  of  receipu  administrator, 

and  utilization.  (5)  Each  handler  who  dumps  fluid 

On  or  before  the  8th  day  after  the  products  at  a  pool  plant  shall: 

end  of  the  month,  or  not  later  than  the  Give  the  market  administrator. 

10th  day  if  the  report  is  delivered  in  at  his  request  and  in  accordance  with 
person  to  the  office  of  the  market  ad-  instructions  by  him,  advance  notice  of 
ministrator,  each  handler  with  respect  the  handler’s  intuition  to  dump  such 
to  each  of  his  pool  plants  or  any  other  products  and  the  quantities  involved; 
plant  (except  an  exempt  distributing 

plant  under  S  1001.6(b))  from  which  (2)  Submit  to  the  market  administra- 
there  is  route  disposition  in  the  market-  tor  at  the  time  and  in  the  manner  pre- 
ing  area,  and  each  cooperative  associa-  scribed  by  him  such  detailed  reports  of 
tion  in  its  capacity  as  a  handler  under  dumpage  as  the  market  administrator 
S  1001.9(d),  ^all  file  a  repoii:  for  the  requests. 
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^c)  handler  wtto  intends  to  lunre 
a  receipt  of  unmarketable  milk  reiilaced 
with  other  milk  In  the  manner  described 
under  i  1001.30(d)  shall  give  the  market 
administrator,  at  his  request  and  in  ae* 
cordance  with  Instructions  by  him,  ad¬ 
vance  notice  of  the  handler’s  Intention 
to  have  such  milk  replaced. 

§  1001^2  Reports  rj^ardina  individaid 
predwcen  and  dairy  farmers. 

(a)  Each  handler  shah  report  on  or 
before  the  15th  day  after  the  end  of  each 
month  the  information  required  by  the 
mart^t  administrator  with  respect  to 
producer  additions,  producer  withdraw¬ 
als,  changes  in  farm  locations,  and 
changes  in  the  name  of  farm  operators. 

(b)  JSach  handler  that  Is  n(^  a  coop¬ 
erative  association,  upon  request  from 
any  such  association,  shall  furnish  it  with 
Information  with  respect  to  each  of  its 
producer  members  from  whose  farm  the 
handler  begins,  resumes,  or  stops  receiv¬ 
ing  milk  at  his  pool  plant.  Such  informa¬ 
tion  shall  include  the  aK>licable  date, 
the  producer-member’s  post  office  ad¬ 
dress  and  farm  location,  and.  if  known, 
the  plant  at  which  his  milk  was  pre¬ 
viously  received,  or  the  reason  for  the 
handler’s  failure  to  continue  receiving 
witnc  from  his  farm,  hi  Ueu  of  providing 
the  Information  directly  to  the  associa¬ 
tion.  the  handler  may  authorize  the  mar¬ 
ket  administrator  to  fumi^  the  asso¬ 
ciation  with  such  information,  derived 
from  the  hmidler’s  r^iorts  and  records. 

(c)  Each  handler  shall  submit  to  the 
market  administrator,  within  10  days 
after  his  request  made  not  earUer  than 
ao  days  after  the  end  of  the  month,  his 
producer  payroll  for  the  memth,  which 
shall  show  for  eadx  producer: 

(1)  The  daily  and  total  pounds  of  mlUr 
d^veind  and  its  average  butterfat  test; 
and 

(2)  The  net  amount  of  toe  handler's 
paynaents  to  the  producer,  with  the 
prices,  dediicttooB,  and  chan^  involved. 

S  1001.33  Notices  to  prodacers. 

Each  handler  shall  famish  each  pro¬ 
ducer  from  whom  he  receives  milk  the 
following  information  regarding  the 
weight  and  butterfat  test  of  the  mUk: 

(a)  Whenever  he  receives  milk  frmn 
the  producer  on  the  basts  of  farm  bulk 
tank  measurem^ts,  hwiifiipr  Kh».ii 
give  toe  producer  at  toe  tone  the  milk  is 
picked  up  at  the  farm  a  receipt  indicat¬ 
ing  the  measurement  and  the  equivalent 
pounds  of  milk  received; 

(b)  Wbenever  he  rec^ves  mUk  from 
the  producer  on  a  basis  other  than  farm 

bulk  tAT>lr  to**  hanrilpr 

shall  give  the  producer  within  3  days 
after  receipt  of  the  milk  a  written  notice 
of  the  quantity  so  received; 

(c)  If  butterfat  tests  of  the  producer’s 
milk  are  determined  from  fresh  mUk 
samples,  the  handler  shall  give  the 
producer  within  10  days  after  the  end 
of  each  month  a  written  notice  of  toe 
producer’s  average  butterfat  test  f<n:  the 
month.  Such  notice  shall  not  be  required 
If  toe  hmidier  has  givai  toe  {Hroducer  a 
written  notice  of  toe  butterfat  test  for 


eato  of  toe  sampling  periods  within  toe 
mouth;  and 

<d)  If  butterfat  tosiBcf  the  producer’s 
mUk  are  determined  from  comi^te  asRk 
samples,  toe  handier  shall  give  toe 
producer  within  T  days  after  the  end  of 
each  sanuding  period  a  written  notice  of 
the  producer’s  sverage  butterfat  test  for 
toe  period. 

CLASSmC&TIOH  or  Mn.K 
§  1001.40  Qanet  Mtiluiarion. 

Exo^t  as  provided  in  §8  1001.41  and 
1001.42,  an  skim  milk  aiKl  butterfat  re¬ 
quired  to  be  reported  by  a  handler  under 
i  1001.30  shall  be  classified  as  follows: 

(а)  Class  I  milk.  Class  I  milk  toaii  be 
all  skim  milk  and  butterfat  (including 
toat  used  to  produce  concentrated 
mflk): 

(1)  Disposed  (rf  in  toe  form  of  a  fluid 
milk  product,  except  as  otherwise  pro¬ 
vided  in  paragraph  (b)  (d  this  section; 
and 

<2)  Not  established  as  Class  nmIBc. 

Cb)  Class  II  mUk.  Class  n  milk  toaH 
be  all  skim  milk  and  luitterfat  for  vdiich 
toe  bandler  who  first  receives  the  skim 
milk  and  butterfat  proves  that  such 
w«e: 

(1)  Disposedof,  or  in  Inventory  at  toe 
end  of  the  mouth,  in  the  fonn  of  cream; 

<2)  Used  to  produce  ml^  products 
other  than  fluid  milk  products  or  cream; 

<3)  Disposed  of  in  balk  fluid  milk 
products  to  maiuifactaring  establish¬ 
ments  such  as  bakeries,  candy  factoxtas, 
soup  factories,  and  similar  establish- 
mente  at  which  the  fluid  milk  iHuducts 
were  used  in  the  manufacture  of  food 
products  other  than  milk  products; 

(4)  In  fluid  milk  products  in  inven¬ 
tory  at  toe  end  the  numth  to  the  ex¬ 
tent  not  classified  as  Class  I  milk  undsr 
8  ieoi.41; 

<5)  Disposed  of  in  fluid  milk  products 
for  livestock  feed; 

(б)  In  flidd  nii&  prodnets  danced  or 
discarded.  If  the  candfliaaB  tTruywri 
under  8  1001.31  (b>  haroberomet; 

(*7)  In  fluid  mflk  products  destroyed  or 
kBt  under  extraoicUnaxy  dicmnstanBea; 
and 

<t)  In  shihikage  not  in  excess  of  2 
percent  of  the  reEpeotive  quantities 
skim  milk  and  butterfat  in  reoeipts  of 
flold  milk  products  and  cream,  exclusive 
of  diverted  milk  and  inventoQr  at  toe 
beginning  of  the  month.  The 
on  the  milk  of  a  'cocmerative  association 
in  its  ospacMg  as  a  handler  under 
1 1001.9(d>  that  Is  receivad  at  a  pool 
plant  shall  be  classified  as  Class  n  mtt 
im  to  the  entoe  2  percent  maximum  rate 
if  the  operator  of  the  po(fl  plant  notifies 
the  maricet  administrator  in  writing,  on 
or  before  the  date  on  which  its  reoe^  is 
required  to  be  reported  under  SIOOIJO. 
that  he  has  agreed  te  purchase  the  milk 
on  the  basis  oi  farm  b^  tank  measure- 
moit  readings  and  of  the  butterfat  tests 
samples  of  the  milk  taken  from  toe 
farm  bulk  taiik.  Otherwise,  toe  shrink¬ 
age  on  sn(h  receipts  at  a  pool  plant  toall 
be  classified  as  Class  n  mflk  mily  up  to 
IM  percent  thereof  and  ttninkage  of  up 
to  0.2  peicmtt  on  the  miUt  so  moved 


shall  be  dassifled  as  Class  n  milk  to  toe 
cooperative  association  in  tts  capacity  as 
a  handler  undo:  8  1001iK4>. 

§  1001.41  Classification  of  inventories. 

Inventories  of  fluid  mdlk.  products  at 
toe  end  of  each  month  toall  be  classi¬ 
fied  as  Class  I  milk  pending  final  disposi¬ 
tion  of  toe  fluid  mflk  produpts,  if  the 
handler  requests  such  claasifleation  and 
does  not  receive  milk  from  producers  cur 
cooperative  associations  In  their  capacity 
as  handlers  under  8  1001.9(d)  or  does 
not  elsLlm  a  Cflass  n  classiflcxtion  of  any 
fluid  milk  products  received. 

§  1001.42  Classification  of  fluid  milk 
products  moved  to  plants. 

Fluid  milk  prodvKts  moved  from  a  iMxfl 
phmt  to  any  other  plant,  or  by  a  cooper¬ 
ative  aseociatiem  hi  its  capacity  as  a 
handler  under  1 1001.f<d)  to  any  plant, 
shall  be  classified  as  follews: 

<a)  As  Class  1  milk  if  transferred  in 
packaged  form  to  any  other  plant; 

(b)  As  Class  I  milk  if  transferred  from 
a  pool  iflant  to  toe  plant  of  a  producer- 
handler  under  any  Federal  order; 

(c)  As  Class  I  milk  if  moved  from  a 
pool  plant  to  an  exempt  diotrlbitiing; 
plant  under  8  1001.6(b); 

(d>  In  the  class  to  which  assigned  un¬ 
der  8  1001.47  if  moved  in  bulk  form  to 
any  pool  plant; 

<e)  In  the  (daas  to  whidi  aadgned  un¬ 
der  the  other  order  If  moved  in  bulk  form 
to  a  regulated  plant  under  another  Fed- 
eial  ottlnr; 

(f)  As  Class  I  mlHc,  to  the  extent  of 
the  totid  quantity  of  toe  same  form  of 
fluid  milk  predacts  so  xoaved  that  is  ntt- 
Uaed  as  Class  I  mUk  at  tile  plant  to  uhleh 
umved,  if  moved  In  bufle  form  to  any 
plant  other  than  a  ptamt  to  which  msve- 
ments  of  bulk  fluid  mflk  pnflncts  are 
suhtect  to  classiflcation  under  tiie  pm- 
eeding  paragraphs  of  this  section,  and« 
(flasB  n  mflk  to  the  extent  of  any  tu- 
mainder;  and 

<g)  As  C3bss  I  milk  if  moved  in  bulk 
fonn  to  aiu^  plaitt  other  than  a  pool  plMtt 
or  a  regulttied  plant  under 
Federal  order  and  thence  to  i^**r^**^r 
plant,  not  regulated  under  a  Federal  or¬ 
der,  located  outside  the  New 
States  and  Flew  York  State. 

§  lflfll.43  AmignaMoS  of  ceecipto  So 
tls—  Oi  generoL 

fa)  The  total  quantities  of  skhn  mflk 
and  butterfat  received  during  the  month 
at  each  pool  plant  and  by  each  coopera¬ 
tive  association  in  its  capacity  as  a  han¬ 
din’  under  f  4001.9(d)  (including  those 
quantities  in  inventoiy  at  the  beginning 
of  the  month)  shall  be  aasigned  sepa¬ 
rately.  in  the  manner  and  sequence  pro¬ 
vided  in  f  8  1401.44  through  1001.4T.  to 
the  respective  quantities  of  mtor 
and  Imttarfat  dassifled  as  Clam  I  mfik 
and  Class  n  ndlk  under  IS  1401.40 
through  1001.42. 

(b)  Exorot  as  provided  in  f  1041.44, 
whenever  reedpts  have  been  assigned 
under  88  1001.44  through  1401.47  to  the 
remaining  pounds  in  a  dass.  all  rroiain- 
Ing  reoeipts  shafl  be  assigned  to  toe  otoer 
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(c)  If  receipts  from  more  than  one  (g)  At  po<d  plants  other  than  pool  dls- 
plant  are  to  be  assigned  under  a  para-  tributing  plants,  assign  to  Class  H  mtHf 
graph  in  S  1001.45  or  §  1001.47,  the  re-  the  receipts  of  fluid  milk  products  from 
ceipts  shall  be  assigned  in  sequence  ac-  plants  located  outside  the  New  Pingiand 
cording  to  jthe  zone  locations  of  the  States  and  beyond  zone  40,  if  the  fluid 
plants,  beginning  with  the  plant  in  the  milk  products  are  not  classifled  -and 
nearest  zone  to  Boston  for  assignments  priced  imder  any  Federal  order, 
to  Class  I  milk  and  beginning  with  the 
plant  in  th^  most  distant  zone  from  Bos¬ 
ton  for  assignments  to  Class  n  milk. 

§  1001.44  Initial  assignments  to  Class  I 
milk. 

(a)  Assign  to  Class  I  milk  the  receipts 
of  exempt  milk. 

(b)  Assign  to  Class  I  milk  the  receipts 
of  packaged  fluid  milk  products  from 
regulated  plants  under  oth^  Federal  or¬ 
ders,  if  the  fluid  milk  products  are  classi¬ 
fied  and  priced  under  the  other  orders  as 
Class  I  milk  or  the  equivalent  thereof  or 
In  accordance  with  their  assignment 
^tmder  this  order. 

)  (c)  Assign  to  Class  I  milk  the  receipts 

of  packaged  fluid  milk  products-*  from 

other  pool  plants.  _ _ _ 

^  (d)  Assign  to  Class  I  milk  the  fluid  sification  and  assignment. 

pr^ucts  in  tawntory  at  the  be^-  (b)  At  pool  distributing  plants,  assign 
tiing  of  the  month  that  were  classified  as  f  -  -  -  .  . 

|iCla»  I  milk  in  the  preceding  month. 

fi  1001.45  Initial  assignments  to  Qass  II 
V  .  milk. 

f  Xa)  Assign  to  Class  n  milk  the  quanti¬ 
ties  of  flxiid  milk  products  or  cream  re¬ 
constituted  from  other  milk  products 
!  jai^  the  quantities  of  other  irdlk  products 
[used  to  fortify  fluid  milk  products  ar 
•omm.  If  the  quantity  of  any  reconsti- 
,tated  product  Is  not  known,  the  quantity 
*  assigned  shall  be  the  quantity  of  butter- 
fat  used  in  the  reconstitution  and  the 
quantity  of  skim  milk  required  to  pro¬ 
duce  the  milk  iMXMlucts  so  used.  Any  un- 
laeoounted-for  plain  condensed  milk  or 
jtidmmed  milk,  dry  whole  milk,  or  nonfat 
dry  milk  shall  be  considered  to  have  been 
tnsed  In  the  reconstitution  of  fluid  milk 
T  products. 

^  (b)  Assign  to  Class  n  milk  the  quan- 
i  titles  of  cream  in  Inventory  at  the  be¬ 
ginning  of  the  month  and  received  dur- 
Ing  the  month. 

r  (c)  Assign  to  Class  n  milk  the  receipts 
[of  fluid  milk  products  (other  than  ex- 
tcmptmUk)  from  a  local  or  State  govem- 
;  snent  that  has  elected  nonproducer  status 
jlorthe  month  under  1 1001.16(c)  and  re¬ 
lents  from  dairy  farmers  for  other  mar¬ 
kets  under  8  1001.11(d). 

^  (d)  Assign  to  Cflass  n  milk  the  fluid 
j  milk  mxxiucts  in  Inventory  at  the  begin¬ 
ning  of  the  month  that  weip  not  assigned 
under  8  1001.44(d). 

^  (e)  Assign  to  Cflass  n  milk  the  receipts 

of  fluid  milk  inxMiucts  frmn  producer- 
handlers  imder  any  Federal  order  and 
from  exempt  distributing  plants;  and  re¬ 
ceipts  from  dairy  farmers  which  are  re¬ 
jected  and  segregated  in  the  handler’s 
normal  operatim  for  receiving  milk,  and 

which  reedpts  are  acc^ted  and  disposed  ....  ,  ^  ... 

of  by  ’the  handle  as  salvage  product  Pi®iits  involved  in  the  adjustment, 
rather  thii.n  as  miUc.  (d)  The  quantities  assigned  under 

(I)  Assign  to  Class  n  milk  the  receipts  this  section  diall  be  limited  to  the  ex- 
of  bulk  fluid  milk  products  f nxn  distrib-  cess  of  the  receipts  from  a  plant  over  the 
Uting  plants  fw  unregulated  markets  lo-  quantities  ot  bulk  fluid  milk  products 
eated  within  one  of  the  New  England  moved  to  that  plant  from  the  poed  dls- 
Dtates  or  In  zone  40  or  a  nearer  zone.  tributing  plant. 


(h)  Assign  to  Class  H  milk  the  re-  ducers  and  cooperative  associations  in 
ceipts  of  fluid  milk  products  from  plants  their  capacity  as  handlers  under  §  1001.9 
located  within  one  of  the  New  England  (d)  equal  to  6  percent  of  the  plant’s  Class 
States  or  in  zone  40  or  a  nearer  zone,  I  route  disposition  or  the  remaining  Class 
except  receipts  assigned  under  para-  n  milk  at  the  plant,  whichever  is  less, 
graph  (f )  of  this  section  and  receipts  (b)  Assign  to  Class  I  miiir  the  receipts 
that’ are  classifled  and  priced  under  any  of  milk  from  producers  and  cooperative 
Federal  order.  associations  in  their  capaciti^  as  handlers 

§  1001.46  Special  assignments  at  pool  undCT  §  1001.9(d)  that  have  not  been 
distributing  plants.  previously  assigned. 

(a)  At  pool  distributing  plants,  assign  ^f  ^bul^i^  mU^nr^u^  fronwfth w 
to  Class  n  milk,  to  the  extent  of  the  re- 

nS  iSfw  At  p;)ol  distributing  plants,  assign 

^  ^  receipts  from  plants 

located  outside  the  New  England  States 
beyond  zoue  40  of  pool  milk  other 
sWp^r  andthe  wrotorof  toerweiving  produce:  milk,  if  the  fluid  miiir 

pl^t  have  requested  such  Class  H  clas-  products  received  are  not  classified^ 

priced  tmde:  any  Federal  order. 

...  -  ..  -r  -  (c)  At  pool  plants  other  than  pool  dis- 

In  the  manner  provided  in  paragraidi  tributing  plants,  assign  to  Class  I  muir 
(b)  (1)  and  (2)  of  this  section  any  re-  the  receipts  of  bulk  fluid  miiir  products 
main^  receipts  of  bulk  fluid  milk  prod-  from  each  regulated  plant  or  handler 
ucts  from  each  regulated  plant  or  han-  under  another  Federal  order,  if  such  re- 
dler  under  another  Federal  order,  if  such  ceipts  are  classifled  and  priced  under 
rroeipte  are  classifled  and  priced  under  the  other  order  as  Class  I  milk  or  the 
the  other  order  ^  CTass  I  milk  or jtoe  equivalent  thereof  or  in  accordance  with 
equivalent  thereof  or  in  accordance  with  their  assignment  under  this  order 
their  assignment  under  this  order.  (f)  Assign  to  Class  n  milk  any  receipts 

(1)  Assign  such  receipts  to  Class  I  of  fluid  milk  products  not  previously 
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§  1001.51  Basic  fonnnla  price. 

The  “basic  formula  price”  shall  be  the 
average  price  per  hundredweight  for 
manufacturing  grade  mOk,  f.o.b.  plants 
in  Minnesota  and  Wisconsin,  as  reported 
by  the  Department  for  the  month,  ad¬ 
justed  to  a  3.S  percent  butterfat  bsisis  and 
rounded  to  the  nearest  cent.  For  such  ad¬ 
justment,  the  butterfat  differential 
(rounded  to  the  nearest  one-t^th  cent) 
per  one-t«3th  percent  butterfat  shall  be 
0.12  times  the  simple  average  of  the 
.wholesale  selling  prices  (using  the  mid¬ 
point  of  any  price  range  as  one  price)  of 
Grade  A  (92-score)  bulk  butter  per 
pcamd  at  C3iicago,  as  reported  by  the  De¬ 
partment  for  the  month.  For  the  purpose 
of  computing  the  CSass  I  price,  the  result¬ 
ing  price  shall  be  not  less  than  $4-33. 

§  1001.52  Plant  location  adjustments. 

The  class  prices  and  blended  prices 
computed  under  §5  1001.50  and  1001.61 
shall  be  subject  to  plant  location  adjust¬ 
ments  based  up<m  the  zone  locations  of 
plants.  The  zone  location  of  any  plant 
and  the  location  adjustments  applicable 
to  each  zone  location  shall  be  detennined 
as  specified  in  this  section. 

(a)  Each  plant  that  is  located  in  the 
States  of  Connecticut.  Massachusetts 
(except  Berkshire  Covm^) ,  or  Rhode  Is¬ 
land  shaB  be  in  the  “nearby  plant”  zone. 

(b)  The  zone  location  of  eac^  plaint 
that  is  outside  the  “nearby  plant”  zone 
shall  be  based  upon  its  highway  mileage 
distance  to  Boston,  Massachusetts,  as 
determined  by  use  of  Mileage  Guide  No. 
16,  and  supplements  to  and  reyisions 
thereof,  issued  by  Household  Goods  Cur¬ 
riers’  Bureau,  Agent,  Arlington,  Vlrglnte. 
The  mileages  used  shall  be  those  ^own 
between  designated  key  points  in  the 
mileage  charts,  and  between  named 
points  on  tiie  appropriate  state  road 
maps,  as  published  In  the  mileage  guide. 
In  any  instance  in  which  the  map  does 
not  etearly  show  the  mileage  between 
points  on  a  road,  the  mileage  used  shall 
be  the  mileage  as  determined  by  the 
highway  authority  for  the  state  in  which 
the  road  is  located. 

(c)  The  distance  for  each  plant  shall 
be  the  mileage  between  Bostm  and  the 
named  point  nearest  to  the  plant,  as 
shown  in  the  ntOeage  charts.  If  that 
named  point  is  not  listed  in  the  mileage 
charts,  the  distance  for  the  plant  shall 
be  the  lowest  mileage  distance  between 
Boston  and  that  named  point,  cwnputed 
as  follows: 

(1)  Determine  from  the  charts  the 
mileage  between  Boston  and  each  of  the 
three  key  points  nearest  to  the  named 
point  which  are  nearer  to  Boston  than 
the  named  point;  and 

(2)  For  each  of  these  key  points,  add 
to  the  result  in  paragraph  (c)  (1)  of  this 
section  the  mileage  between  the  key 
point  and  the  named  point,  measured  to 
the  greatest  extent  possible  over  roads 
designated  as  prlncii^  roads. 

.  (d)  Notwithstanding  the  provisions  of 
paragraphs  (b)  and  (c)  of  this  section, 
for  any  named  point  located  in  New  Eng¬ 
land  and  New  York  ^ate.  determine  the 
highway  mileage  distance  between  Bos¬ 
ton  and  the  named  point  by  use  ot  the 


approixiate  state  maps  contained  In 
Mileage  Guide  No.  1,  issued  by  House- 
hcM  Goods  Caniers’  Bureau,  Agent,  Ar¬ 
lington.  Virginia.  Such  distance  shedl  be 
the  lowest  highway  mileage  between 
Boston  and  the  named  point  on  the  map, 
over  roads  designated  thereon  as  paved, 
all-weather  roads.  In  the  event  that  the 
named  point  is  not  located  on  a  through, 
paved,  all-weather  road,  such  othw 
roads  shall  be  used  to  reach  a  through, 
paved,  all-weather  road  as  will  result  in 
the  lowest  highway  mileage  to  Boston, 
except  that  such  other  roads  shall  not  be 
used  for  a  distance  of  more  than  15 
miles  if  it  is  otherwise  possible  to  con¬ 
nect  with  a  through,  paved,  all-weather 
road,  m^ny  instance  in  which  the  map 
does  not  clearly  show  the  mlle*^  be¬ 
tween  points  on  a  road,  the  mileage  used 
shall  be  the  mileage  as  determined  by 
the  highway  authority  for  the  state  to 
which  the  n»d  is  located.  The  mileage  so 
determined,  or  the  mileage  determined 
under  paragraphs  (b)  and  (c)  of  this 
section,  whichever  is  less,  shall  be  con¬ 
sidered  to  be  the  lowest  highway  mileage 
distance  between  Boston  and  the  named 
point. 

(e)  The  location  adjiistments  for  each 
plant  shall  be  the  amounts  shown  in  the 
following  table  for  the  zone  in  which  the 
plsint  is  located: 

Location  adjustments  for  determination  of 
tone  price 


Distsiiccto 
Boston  (milss) 


ClanI 

and 

blended 
Pbmt  pricead- 
locatlcwione  ^tments 
(cents  per 
bnndred- 
weitht) 


Class  n 
price  ad- 
Jnstments 
(cents  per 
hnndrM* 
weight) 


VariWB. 


41  to  K _ 


mtoaH. 
a»i  to2M. 


mum. 


a»i  toi 


881  to  380. 


_ Nauby 

•H0.0 

+L8 

plant. 

4 . 

-fa.  4 

•f4.8 

_ 5 _ 

-f3S.2 

+4.2 

_ « _ 

-f34.0 

-W.5 

-f8.2 

m 

_ 0 _ _ 

+30.4 

....  10 . 

+29.2 

+3.0 

—  — 

+28.0 

+2.9 

_ 12 _ _ _ 

+26.8 

+2.8 

....  IS . 

•4-25.6 

+2.4 

..  M.  _ 

+24.4 

+2.1 

_ 15 _ 

+7.8 

+1.8 

....  10 . 

-f6.0 

+1.S 

— -  17. 

-f4.8 

+1.2 

_ u _ 

+8.6 

+.0 

....  » . 

_ ...... _ 

_ a _ 

....  22. . 

+.6 

+.1 

-1.0 

-.6 

....  28 . 

-2.0 

-.7 

--  24 _ 

-SO 

-.9 

....  25 . . 

-4.0 

-.9 

_ _ 31 . 

-3.0 

-1.2 

_ 27 _ _ 

—6.0 

-1.8 

....  28 _ 

-7.0 

-1.5 

....  28 . 

-8.0 

-1.8 

80 . . 

-8.0 

-1.8 

_ 31 _ 

-lao 

-Z3 

....  82 . 

-11.0 

-2.4 

_ a _ 

-12.8 

-X5 

_ 34 _ 

-18.0 

-2.8 

. a . 

-14.0 

-2.8 

. a . 

-15.0 

-4.0 

. a _ 

-ao 

-3.1 

_ a . 

—17.0 

—3.3 

_ a 

—18.0 

a  _  „ 

—19.0 

-3.5 

P) 

-3.6 

>C1«MS  I  and  blended,  _ 

cable  to  plants  located  more  than  400  rnOee  from  Bi _ 

shall  be  obtained  by  extendliig  ttie  tsMe  at  tlM  rets  of  1 
coot  ior  each  additioBal  W  mUae  azeept  that  in  no  event 
diall  the  Class  I  or  blended  price  at  any  sone  be  less  than 
tha  dasB  n  pdea  for  the  SMBta  te  ^uds  in  tba  SBMe 
lone. 


S  1001.53  Determination  at  applicable 
Bone  locations  for  pricing  pnrpoeea. 

In  computing  the  value  of  fluid  milk 
piuducts  at  class  prices  under  S  1001.60. 
the  handlers’  producer-settlement  fund 
debits  and  cr^ts  under  §  1001.71,  the 
minimum  amounts  payable  to  producers 
under  i  1001.73,  and  the  minimum 
amounts  payable  to  ooopenitive  aszocia- 
tk»6  under  f  1001.74,  tiie  location  ad¬ 
justments  specified  in  $  1001.52  for  the 
zone  location  of  the  plant  for  whh^  the 
computation  is  being  made  shall  be  used 
except  that  for  the  followii^  ttrans  the 
adjustments  for  the  zone  locatioRs  speci¬ 
fied  shall  be  used: 

(a)  For  producer  milk  diverted  by  any 
handler,  including  a  cooperative  associa¬ 
tion'  in  its  ciu>acity  as  a  handler  under 
§  1001.9(d) ,  the  zone  locatton  of  the  plant 
to  which  the  milk  was  diverted; 

(b)  For  producer  milk  of  a  coopoatlve 
association  in  its  capacity  as  a  handler 
under  S  1061.9(d)  moved  to  a  po(d  plant, 
the  zone  location  (ff  the  plant  to  which 
the  milk  was  moved; 

(c)  For  milk  of  a  cooperative  associa¬ 
tion  in  its  capacity  as  a  handler  under 
§  1001.9(d)  In  shrinkage,  overage,  extra¬ 
ordinary  loss,  and  ending  Inventory,  the 
zone  location  of  the  pool  plant,  or  pool 
plants  within  the  same  zone,  to  which 
the  greatest  aggregate  quant^  of  such 
milk  of  the  cooperative  associathm  was 
moved  during  the  current  month  or  the 
most  recrat  month; 

(d)  For  beginning  inventory  of  a  co¬ 
operative  ass(x:iatlon  in  its  capacity  as  a 
handler  under  S  1001.9(d),  the  zone  lo¬ 
cation  as  which  the  milk  was  priced  as 
ending  Inventory  during  the  previous 
month; 

(e)  For  receipts  of  pool  milk  other  than 
producer  milk  from  plants,  the  zone  lo¬ 
cation  of  the  plant  from  which  it  was 
received; 

(f )  For  receipts  assigned  to  Cflaas  I 
under  §S  1001.45  (e)  and  (f)  uid  1001.47 
(f ) ,  the  zone  location  of  the  plant  from 
which  the  product  was  reoeived;  and 

(g)  For  any  excess  (rf  beginning  inven¬ 
tory  assigned  to  Class  I  mlBc  undo: 
1  1001.45(d)  over  the  quantltieB  of  pro¬ 
ducer  mlbc  and  of  milk  from  cooperative 
associatioiis  in  their  capacity  as  hmt- 
dlers  imder  S  1001. 9<d)  assigned  to  Class 
n  milk  in  the  preceding  asonth,  the  aone 
loeatioa  of  the  pool  idants  from  vdfich  an 
eqifivalent  qoanti^  of  receipts  of  fluid 
milk  products  were  assigned  to  Class  n 
mUk  In  the  preceding  montii  In  sequence 
heghining  with  the  plant  in  the  zone 
nearest  to  Boston. 

S  1001.54  AnRoanemKiit  of  dsM 
iwiees. 

The  market  administrator  shall  an¬ 
nounce  publicly  on  or  before  the  fifth  day 
of  each  month  the  Cflass  I  price  for  the 
foUowtog  month  and  the  Class  n  price 
for  the  preceding  month. 

S  1001^  Kqnivlet  priee. 

If.  for  any  reason,  a  price  speckled  In 
this  part  for  use  Ih  computing  daes  prices 
or  for  other  pnrpeees  is  not  reported  or 
published  in  the  manner  described  fei 
this  part,  the  market  administrator  shall 
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use  one  determined  by  the  Secretary  to 
be  equivalent  to  the  price  that  is  speci¬ 
fied. 

Blended  Price 

§  1001.60  Computation  of  value  of  fluid 
milk  products  at  class  prices. 

For  each  month,  the  market  adminis¬ 
trator  shall  compute,  as  specified  in  this 
section,  the  value  of  fiuid  milk  products 
at  class  prices,  at  each  plant  other  than 
the  plant  of  a  producer-handler  under 
any  Federal  order,  and  of  the  fiuid  milk 
products  of  each  cooperative  association 
in  its  capacity  as  a  handler  imder  §  1001.9 
(d)  which  were  not  moved  to  a  pool 
plant.  The  prices  used  shall  be  those  for 
the  applicable  zone  locations  as  deter¬ 
mined  under  S  1001.53. 

(a)  Multiply  by  the  applicable  class 
prices  the  quantities  of : 

(1)  Producer  milk  assigned  imder 
S  1001.47  (a)  and  (b)  except  that  for  any 
cooperative  association  in  its  capacity  as 
a  handler  imder  §  1001.9(d)  the  quantity 
of  producer  milk  shall  be  reduced  by  the 
total  quantity  of  milk  moved  to  pool 
plants  during  the  month,  to  the  limit 
of  the  quantity  of  producer  milk; 

(2)  Pool  milk  other  than  producer  milk 
assigned  under  §§  1001.45  (g)  and  (h> 
and  1001.47(d) ;  and 

(3)  Milk  received  at  a  pool  plant  from 
a  cooperative  association  in  its  capacity 
as  a  handler  under  §  1001.9(d)  and  as¬ 
signed  under  S  1001.47  (a)  and  (b) . 

(b)  Multiply  by  the  applicable  Class  I 
prices  the  quantities  of: 

(1)  Product  assigned  to  Class  I  milk 
under  SS  1001.44(d)  and  1001.45(a) 
through  (c) ; 

(2)  Product  assigned  to  Class  I  milk 
imder  S  1001.45(d).  except  that  for  any 
cooperative  association  in  its  capacity  as 
a  handler  under  S  100l!9(d)  the  quantity 
shall  be  reduced  by  the  quantity  of  any 
excess  of  milk  moved  to  pool  plants  dur¬ 
ing  the  month  over  the  quantity  of  pro¬ 
ducer  milk,  to  the  limit  of  the  quantity 
assigned  to  Class  I  milk  under  §  1001.45 
(d): 

(3)  Product  assigned  to  Class  I  milk 
under  SS  1001.45(e)  and  (f)  and  1001.47 
(f) ;  and 

(4)  Filled  milk  not  proved  to  have  been 
made  from  other  fresh  fluid  milk  prod¬ 
ucts  assigned  to  Class  1  milk  under 
S  1001.45(g)  and  (h). 

(c)  If  the  totEd  quantity  of  skim  milk 
or  butterfat  classified  as  Cfiass  I  milk 
or  Class  n  milk  under  SS  1001.40  throueh 
1001.42  exceeds  the  total  quantity  of  skim 
milk  or  butterfat,  respective,  assigned 
to  that  class  under  SS  1001.43  through 
1001.47,  multiply  the  excess  (overage)  by 
the  applicable  class  price,  adjusted  by 
the  butterfat  differential. 

(d)  Multiply  by  the  applicable  Cla^ 
I  price  the  quantities  of: 

(1)  Pool  milk  distributed  as  route  dis¬ 
position  in  the  marketing  area  from  the 
handler’s  nonpool  plant:  and 

(2)  Filled  milk  distributed  as  route  dis¬ 
position  in  the  marketing  area  from  the 
handler’s  ncmpool  plant  which  is  ex¬ 
cluded  from  pool  milk  only  because  it  is 
not  proved  to  have  been  made  from  other 
fresh  fluid  milk  products. 


(e)  Multiply  by  the  applicable  Class  n 
prices  the  quantities  of: 

(1)  Product  assigned  to  Class  I  milk 
under  §  1001.45(a)  through  (c) ; 

(2)  Product  assigned  to  Class  I  milk 
under  S§  1001.45(e)  and  (f)  and  1001.47 
(f ) ;  and 

(3)  Product  for  which  a  value  is  de¬ 
termined  under  paragraphs  (b)  (4)  and 
(d)  (2)  of  this  section. 

(f)  Multiply  by  the  applicable  Class  I 
price  for  the  preceding  month  the  prod¬ 
uct  assigned  to  Class  I  milk  under 
S  1001.44(d). 

(g)  Multiply  by  the  applicable  Cfiass  n 
price  for  the  preceding  month  the  quan¬ 
tity  of  product  for  which  a  value  is  de¬ 
termined  under  paragraph  (b)  (2)  of  this 
section. 

(h)  For  any  cooperative  association  in 
its  capacity  as  a  handler  under  §  1001.9 
(d) ,  multiply  by  the  applicable  Class  n 
price  for  the  preceding  month  the  quan¬ 
tity  of  any  excess  of  milk  moved  to  pool 
plants  during  the  month  over  the  quan¬ 
tity  of  producer  milk,  to  the  limit  of  the 
quantity  of  milk  in  its  inventory  at  the 
^ginning  of  the  month. 

(i)  Add  together  the  amounts  obtained 
under  paragraphs  (a)  through  (d)  of 
this  section  and  subtract  ther^rom  the 
sum  of  the  amounts  obtained  under  para¬ 
graphs  (e)  through  (h)  of  this  section. 

§  1001.61  Computation  of  basic  blended 
price. 

The  basic  blended  price  per  hundred¬ 
weight  of  pool  milk  containing  3.5  per¬ 
cent  butterfat,  applicable  to  plants  lo¬ 
cated  in  zone  21.  shall  be  computed  for 
each  month  as  specified  in  this  section. 

(a)  Combine  into  one  total  the  respec¬ 
tive  values  of  fluid  milk  products  at  class 
prices  computed  under  S  1001.60  for  each 
handler  from  whom  the  market  admin¬ 
istrator  has  received  at  his  office  prior  to 
the  11th  day  after  the  end  of  the  month 
the  reports  for  the  month  prescribed  in 
§  1001.30  and  the  payment  for  the  preced¬ 
ing  monthA^quired  under  §  1001.72(a). 

(b)  Deduct  the  amount  of  the  plus  ad¬ 
justments,  and  add  the  amount  of  the 
minus  adjustments,  that  are  applicable 
under  §S  1001.52  and  1001.53. 

(c)  Subtract  for  each  of  the  months 
of  March,  April,  May,  and  June  an 
amount  computed  by  multiplying  the  to¬ 
tal  hundredweis^t  of  pool  milk  Included 
in  these  computations  by  20  cents  in 
March,  30  cents  in  April,  and  40  cents 
in  May  and  June. 

(d)  Add  for  the  months  of  August, 
September,  and  October  an  amount  rep¬ 
resenting  25  percent,  30  percent,  and  30 
percent,  respectively,  of  the  aggregate 
amount  subtracted  under  paragraph  (c) 
of  this  section  for  the  prior  period  of 
March-June,  and  for  November  add  the 
remainder  of  the  amount  subtracted  un¬ 
der  such  paragraph  (c)  and  the  interest 
earned  on  the  aggregate  fund. 

(e)  Add  an  amount  equal  to  not  less 
than  one-half  of  the  unobligated  balance 
of  the  producer-settlement  fund  as  at 
the  <dose  of  business  on  the  10th  day  after 
the  md  of  the  month. 

(f )  Divide  the  resulting  amount  by  the 
total  hundredw^ht  of  pool  milk  for 


which  a  value  is  included  under  para¬ 
graph  (a)  of  this  section . 

(g)  Subtract  not  less  than  4  cents  nor 
more  than  5  cents  for  the  purpose  of 
retaining  a  cash  balance  in  the  producer- 
settl«nent  fund. 

§  1001.62  Announcement  of  blended 
prices  and  butterfat  differential. 

The  market  administrator  shall  an¬ 
nounce  publicly  on  or  before; 

(a)  The  5th  day  after  ^e  end  of  each 
month  the  butterfat  differential  for  such 
month;  and 

(b)  The  13th  day  after  the  end  of  each 
month  in  the  zone  blended  prices  result¬ 
ing  from  the  adjustment  of  ‘  the  basic 
blended  price  for  such  month,  as  com¬ 
puted  under  §  1001.61,  by  the  location 
adjustments  set  forth  in  §  1001.52. 

Payments  for  Milk 

§  1001.70  Producer-settlement  fund. 

(a)  The  market  administrator  shall 
establish  and  maintain  a  sepaiate  fund 
known  as  the  “prodircer-settlement 
fund.”  He  shall  deposit  into  the  fund  all 
amounts  received  from  handlers  under 
S§  1001.72,  1001.77,  and  1001.78  and  the 
amount  subtracted  under  S  1001.61(c). 
He  shall  pay  frmn  the  fund  all  amounts 
due  handlers  under  §S  1001.72,  1001.77, 
and  1001.78  and  the  amount  added  under 
1 1001.61(d),  subject  to  his  right  to  off- 
^t  any  amounts  due  from  the  handler 
under  these  sections  and  under  §S  1001.85 
and  1001.86. 

(b)  All  amounts  subtracted  under 
S  1001.61(c),  including  interest  earned 
thereon,  shall  remain  in  the  producer- 
settlement  fund  as  an  obligated  balance 
until  it  is  withdrawn  for  the  purpose  of 
effectuating  S  1001.61(d). 

(c)  The  market  administrator  shall 
place  all  monies  subtracted  under 
§  1001.61(c)  iivan  interest-bearing  bank 
account  or  accounts  in  a  bank  or  banks 
duly  approved  as  a  Federal  depository 
for  such  monies,  or  invest  them  in  short¬ 
term  U.S.  Government  securities. 

§  1001.71  Handlers’  producer  -  settle¬ 
ment  fund  debits  and  credits. 

On  or  before  the  15th  day  after  the  end 
of  the  month,  the  market  administrator 
shall  render  a  statement  to  each  handler 
showing  the  amount  of  the  handler’s 
producer-settlement  fund  debit  or  credit, 
as  calculated  in  this  section. 

(a)  The  producer-settlement  fund 
debit  or  credit  for  each  plant  and  each 
cooperative  association  in  its  capacity  as 
a  handler  under  S  1001.9(d)  shall  be  com¬ 
puted  as  specified  in  this  paragraph. 

(1)  Multiply  the  quantities  of  pool 
milk  and  the  quantities  of  fluid  milk 
products  received  at  the  pool  plant  frmn 
cooperative  associations  in  their  capac¬ 
ity  as  handlers  under  §  1001.9(d)  by  the 
basic  blended  price  computed  under 
§  1001.61  adjusted  by  any  location  ad¬ 
justments  applicable  under  §§  1001.52 
and  1001.53. 

(2)  For  any  cooperative  association  hi 
its  capacity  as  a  handler  under  §  1001.9 

(d)  ,  multiply  the  quantities  of  milk 
moved  to  each  pool  plant  by  the  basic 
blended  price  computed  under  S  1001.61 
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adjusted  by  any  location  adjustments  ap¬ 
plicable  under  SS  1001.52  and  1001.53; 
and  to  the  result  add  the  value  deter¬ 
mined  under  §  1001.60. 

(3)  If  the  value  of  fluid  milk  products, 
as  determined  under  S  1001.60  for  any ' 
plant,  or  as  determined  under  para¬ 
graph  (a)  (2)  of  this  section  for  any 
cooperative  association  tn  its  capacity  as 
a  handler  under  S  1001.9(d) ,  is  greater 
than  the  credit  as  determined  imder  par¬ 
agraph  (a)  (1)  of  this  section,  the  diffei*- 
ence  shall  be  the  producer-settlement 
fund  debit  for  the  plant  or  the  coopera¬ 
tive  association  in  its  capacity  as  a  han¬ 
dler  imder  S  1001.9(d) . 

(4)  If  the  value  of  fluid  milk  products, 
as  determined  under  §  1001.60  for  any 
plant,  or  as  determined  tmder  paragraph 

(a)  (2)  of  this  section  for  any  coopera¬ 
tive  association  in  its  capacity  as  a  han¬ 
dler  under  §  1001.9(d),  is  less  than  the 
credit  as  determined  under  paragraph 
(a)  (1)  of  this  section,  the  difference  shall 
be  the  producer-settlement  fund  credit 
for  the  plant  or  the  cooperative  associa¬ 
tion  in  its  capacity  as  a  handler  under 
S  1001.9(d). 

(b)  The  producer-settlement  fund 
debit  or  credit  of  any  handler  shall  be 
the  net  of  the  producer-settlement  fimd 
debits  and  credits  as  computed  for  all  of 
its  operations  under  paragraph  (a)  of 
this  section. 

§  1001.72  Payments  to  and  from  the 
producer-settlement  fund. 

(a)  On  or  before  the  18th  day  after 
the  end  of  the  month,  each  handler  shall 
pay  to  ttie  market  administrator  the 
handler’s  producer-setUement  fund  debit 
for  the  month  as  determined  under 
§  1001.71. 

(b)  On  or  before  the  20th  day  after  the 
end  of  the  month,  the  market  adminis¬ 
trator  shall  pay  to  each  handler  the  han¬ 
dler’s  producer-settlement  fimd  credit 
for  the  month  as  determined  imder 
§  1001.71.  If  the  unobligated  balance  in 
the  producer-settlement  fimd  is  insuf¬ 
ficient  to  make  such  payments,  the  mar¬ 
ket  administrator  shall  reduce  uniformly 
such  payments  and  shall  complete  them 
as  soon  as  the  funds  are  available. 

§  1001.73  Payments  to  furoducers. 

(a)  On  or  before  the  5th  day  after 
the  Old  of  the  month,  each  handler  shsJl 
pay  each  producer  for  milk  received  from 
him  during  the  first  15  days  of  the  month 
at  a  rate  that  is  not  less  than  the  zone  21 
Class  n  price  for  the  preceding  month. 

(b)  On  or  before  the  20th  day  after 
the  end  of  the  month,  each  handler  shall 
make  final  payment  to  each  producer  for 
the  total  value  of  milk  received  from  him 
during  the  month  at  not  less  than  the 
basic  blended  price  per  himdredweight 
computed  imder  S  1001.61,  adjusted  by 
the  location  adjustment  applicable  under 
§S  1001.52  and  1001.53  and  the  butterfat 
differential  applicable  under  §  1001.76, 
minus  the  amount  of  the  paym^t  made 
to  .the  producer  under  paragraph  (a)  of 
this  section.  If  the  handler  has  not  re¬ 
ceived  full  payment  from  the  market  ad¬ 
ministrator  under  §  1001.72(b)  by  the 
date  payments'  are  due  under  this  para¬ 
graph,  he  may  reduce  pro  rata  his  pay¬ 


ments  to  producers  by  an  amount  not  to 
exceed  such  underpasnnent.  Such  pay¬ 
ments  shall  be  completed  after  receipt  of 
the  balance  due  from  the  market  admin¬ 
istrator  by  the  next  fofiowing  date  for 
making  pajrments  under  this  paragraph. 

(c)  If  the  handler’s  net  payment  to  a 
producer  is  for  an  amount  less  than  the 
total  amount  due  the  producer  under 
this  section,  the  burden  shall  rest  up<Hi 
the  handler  to  prove  to  the  market  ad¬ 
ministrator  that  each  deductima  from  the 
total  amount  due  is  pix^terly  authorized 
and  properly  chargeshle  to  the  producer. 

(d)  In  making  payment  to  producers 
under  paragraph  (b)  of  this  section  for 
milk  diverted  from  a  pool  plant  to  a  plant 
at  which  a  lower  blended  mice  would  ap¬ 
ply  under  this  order,  the  handler  may 
elect  to  pay  such  producers  at  the  price 
applicable  at  the  zone  location  of  the 
plant  from  which  the  milk  was  diverted, 
if  the  resulting  net  payment  to  each  pro¬ 
ducer  is  not  less  than  that  otherwise  re¬ 
quired  under  this  section  and  the  rate  of 
payment  and  the  deductions  shown  on 
the  statement  required  to  be  furnished 
under  §  1001.75  are  those  used  in  cmnput- 
ing  the  payment. 

§  1001.74  Payments  to  cooperative  as- 

socialions. 

(a)  Each  cooperative  association  may 
file  with  a  handler  who  is  not  a  coopera¬ 
tive  associatkm  a  claim  ^ther  for  the 
payments  that  the  handler  is  required 
to  make  to  the  association’s  producer 
members  under  S  1001.73  or  for  authorized 
deductions  from  such  payments.  The 
claim  shall  contain  a  list  of  ttie  producers 
to  whcun  the  payments  are  due  or  to 
whmn  the  deductions  apply,  an  agree¬ 
ment  to  indemnify  the  handler  in  the 
making  of  such  payments  or  deductions, 
and  a  certification  that  the  association 
has  for  each  producer  listed  an  untermi¬ 
nated  membership  cimtaract  authorizing 
the  pa3mient  or  deduction. 

(b)  The  handler  shall  withhold  from 
the  association’s  producer  members  the 
payments  m:  the  deductions  specified  in 
paragnq;>h  (a)  of  this  section  in  accord¬ 
ance  with  the  association’s  claim.  He 
shall  pay  the  amounts  withheld  to  the 
association  on  or  before  the  dates  on 
which  such  amounts  otherwise  would 
have  been  due  to  the  producer  members 
under  §  1001.73. 

(c)  For  each  producer  member  from 
whom  pasrment  was  wlthhtid,  the  han¬ 
dler  shall  furnish  the  association  a  sup¬ 
porting  statement  showing  the  informa¬ 
tion  required  to  be  furnished  to  the  pro¬ 
ducer  under  §  1001.75.  Such  information 
with  respect  to  milk  received  during  the 
first  15  dasrs  of  the  mcmth  shall  be  fur¬ 
nished  not  later  than  the  27th  day  of 
the  month  and  with  respect  to  milk  re¬ 
ceived  during  the  remainder  of  the 
month  not  latef  than  the  12th  day  of  the 
following  month.  For  each  producer 
member  frmn  whom  a  deduction  is  made 
under  this  section,  the  handler  shall  fur¬ 
nish  the  association  a  statement  show¬ 
ing  the  poimds  of  milk  received. 

(d)  Each  handler  who  receives  fluid 
milk  products  at  his  plant  firmn  a  coop¬ 
erative  association  in  its  csq}acity  as  the 
operator  of  a  pool  plant  or  in  its  ci4)acity 


as  a  handler  under  S  1001.9(d)  shall 
payment  to  the  association  for 
such  receipts  as  follows: 

(1)  On  or  before  the  5th  day  after  the 
end  (ff  the  month,  tor  the  fluid  milk 
products  received  from  the  association 
durW  the  first  15  cteys  of  the  month  at 
a  rate  that  is  not  less  than  the  zone  21 
CHass  n  price  for  the  preceding  month. 
The  payment  made  to  the  association 
imder  this  subparagraph  shall  constitute 
partial  payment  of  the  total  amount  re¬ 
quired  to  be  paid  under  this  paragraph. 

(2)  On  or  before  the  20th  day  after 
the  end  of  the  month,  for  not  less  than 
the  total  value  of  fluid  milk  products 
received  from  the  associatiim’s  pool 
plants,  as  determined  by  multipl3ring  the 
respective  quantities  assigned  to  each 
class  under  S§  1001.44  and  1001.47  by  the 
class  price  for  the  month,  adjusted  by 
the  location  adjustments  applicable  un¬ 
der  SS  1001.52  and  1001.53  and  the 
butterfat  differential  applicable  under 
S  1001.76,  minus  the  amount  of  the  pay¬ 
ment  made  to  the  association  under  par¬ 
agraph  (d)  (1)  this  section. 

(3)  On  or  before  the  20th  day  after  the 
end  of  the  month,  for  not  less  than  the 
total  value  of  milk  received  from  the 
cooperative  association  in  its  capacity  as 
a  handler  under  S  1001.9(d) ,  ai  the  basic 
Mended  price  per  hundredweight  for  the 
month  computed  under  S  1001.61,  ad¬ 
justed  by  the  location  adjustmmit  ap¬ 
plicable  under  SS  1001.52  and  1001.53  and 
the  butterfat  differential  impUcable  un¬ 
der  S  1001.76,  minus  the  amount  of  the 
payment  made  to  the  association  under 
paragnq)h  (d)  (1)  oi  this  sectiim.  If  the 
handler  has  not  received  full  payment 
from  the  market  admmistraitor  under 
S  1001.72(b)  by  the  date'  payment  is  due 
under  this  subparagraph,  he  may  reduce 
his  payment  to  the  association  by  an 
amount  not  to  exceed  such  underpay¬ 
ment.  Such  payment  shall  be  cmnpleted 
after  receipt  of  the  balance  due  from  the 
market  administrator  by  the  next  fol¬ 
lowing  date  for  making  payment  under 
this  subpmragrai^ 

§  1001.75  Statements  to  profhicen. 

In  making  the  payments  to  producers 
required  under  S  1001.73,  each  handler 
shall  furnish  each  producer  with  a  sup¬ 
porting  statement,  in  such  form  that  it 
may  be  retained  by  the  producer,  which 
shall  show: 

(a)  The  month  and  the  Identity  of  the 
handler  and  of  the  producer ; 

(b)  The  pounds  and  butterfat  test  of 
milk  that  is  received  frcun  the  producer, 
or  if  more  than  one  minimum  rate  of 
payment  is  applicable  to  the  producer’s 
milk  under  §  1001.73,  the  respective 
pounds  and  test  to  which  each  minimum 
rate  of  payment  iq>plles; 

(c)  The  minimum  rate  or  rates,  in¬ 
cluding  the  butterfat  differential,  at 
which  payment  to  the  producer  is  re¬ 
quired  under  9  1001.73; 

(d)  The  rate  that  is  used  in  making 
the  payment,  if  such  rate  is  other  than 
the  applicable  minimum  rate; 

(e)  The  amount  or  the  rate  per  hun¬ 
dredweight  of  each  deduction  claimed  by 
the  handler,  including  any  deductions 
claimed  under  99  1001.74  and  1001.86, 
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together  with  a  description  of  the  respec¬ 
tive  deductions;  and 
(f )  The  net  amount  of  payment  to  the 
producer. 

§  1001.76  Butterfat  differential. 

(a)  In  making  the  payments  to  pro¬ 
ducers  required  under  S  1001.73  and  the 
payments  to  cooperative  associations  re¬ 
quired  under  f  100L.74(d),  each  handler 
shn-ii  add  for  each  one-tenth  of  one  per¬ 
cent  of  average  butterfat  content  above 
3.5  percent,  or  may  deduct  for  each  one- 
tenth  of  one  percent  of  average  butterfat 
content  below  3.5  percent,  as  a  butterfat 
differential,  an  amount  per  hundred¬ 
weight  that  shall  be  computed  by  the 
market  administrator  imder  paragraph 
(b)  of  this  section. 

(b)  Multiply  by  0:115  and  round  to  the 
nearest  one-tenth  cent  the  simcde  aver¬ 
age  of  the  daily  wholesale  selling  prices 
(using  the  midpoint  of  any  price  range 
as  (me  price)  per  pound  of  Grade  A  (92- 
score)  bulk  creamery  butter  at  Chicago, 
as  rep(urted  by  the  Department  for  the 
month. 

§  1001.77  Adjustment  of  accounts. 

(a)  Whenever  the  market  administra¬ 
tor’s  vertiffcation  of  a  handler’s  reports 
or  paymoits  discloses  an  errcir  in  pay¬ 
ments  to  or  from  the  market  administra¬ 
tor  under  IS  1001.72,  1001A5.  or  1001.86, 
the  market  administrator  shall  promptly 
issue  to  the  handler  a  charge  bill  or  a 
credit,  as  the  case  may  be,  for  the 
amount  of  the  error.  Adjustment  charge 
bills  issuc«*  during  the  period  begiiming 
with  the  11th  day  of  the  prior  month  and 
ending  with  the  10th  day  of  the  current 
month  Shan  be  payable  by  the  handler  to 
the  market  administrator  on  or  before 
the  I8th  day  of  the  current  month.  Ad¬ 
justment  credits  issued  during  that 
period  shall  be  payable  by  the  market 
arhninistrator  to  the  handler  on  or  be¬ 
fore  the  20th  day  of  the  current  month. 

(b)  Whenever  the  market  administra¬ 
tor’s  verificatioti  of  a  handler’s  payments 
discloses  pasmient  to  a  producer  or  a 
cooperative  association  of  an  amount 
less  than  is  reqxiired  by  §§  lOOl.'TS  and 
1001.74,  Uie  handler  shaU  make  payment 
of  the  balance  due  the  producer  or  the 
cooperathre  association  not  later  than  the 
20th  day  after  the  md  of  the  month  In 
which  the  handler  is  notified  of  Uie 
deficiency. 

§  1001.78  Charges  ou  everdue  accounts. 

Any  producer-settlement  fund  account 
balance  due  from  or  to  a  hantiler  under 
li  1001.72,  1001.77,  or  1001.78,  for  which 
remittance  has  not  been  received  in  or 


paid  frcan  the  market  administrator’s 
oSkce  by  the  dose  of  business  on  the  20th 
day  of  Msy  month,  shall  be  increased  ono 
percent  dfeetive  the  following  day.  Any 
remittance  received  by  the  market  ad¬ 
ministrator  after  the  20th  day  of  any 
month  in  an  envelope  that  is  postmarked 
not  later  than  the  18th  day  of  the  month 
shall  be  ctMisidered  to  have  bem  received 
by  the  20th  day  ol  that  month. 

ADltllflSTHATITE  AsSESSimNT  AITD  MARKET¬ 
ING  SBaVICB  Dedttction 

§  1001,85  Aeaeaunent  for  order  admin¬ 
istration. 

On  or  befeure  the  18th  day  after  the 
end  of  the  month,  each  handler  shall 
pay  to  the  market  administrator  his  pro 
rata  share  of  the  expense  of  adminis¬ 
tration  of  this  order.  ’Ihe  payment  shall 
be  at  the  rate  of  4  cents  perhundred- 
weight,  or  such  lesser  rate  as  the  Secre¬ 
tary  may  prescribe.  ’The  payment  shall 
apply  to; 

(a)  All  of  a  handler’s  receipts  at  pool 
plants  during  the  memth  of  fluid  milk 
pxnducts  from  all  sources,  except  receipts 
from  pool  plants,  receipts  fr(»n  regulated 
plants  or  pool  bulk  tank  units  under 
other  Fedei^  orders  if  such  receipts  were 
subject  to  an  administrative  expense  as¬ 
sessment  under  the  other  order,  and  re¬ 
ceipts  of  ex«npt  milk  processed  at  plants 
other  than  pool  plants; 

(b)  AD  reeeipte  and  beginning  inven¬ 
tory  ot  a  co(g)erative  asscxdation  in  its 
capacity  as  a  handler  imder  §  1001.9(d) 
for  the  month  less  its  disposition  to  pool 
plants  and  ending  inventory  for  the 
month;  and 

(c)  ’The  quantity  distribnted  as  route 
disposition  in  the  marketing  area  from 
a  handler’s  nonpool  idant  for  which  a 
value  is  determined  under  §  1001.60(d) . 

§  1001.86  Deduction  for  marketiag 
services. 

(a)  In  making  the  payments  required 
by  i  1001.73  to  producers,  other  than 
himself  and  any  producer  who  is  a  mem¬ 
ber  of  a  cooperative  association  that 
tile  Secretary  determines  is  pCTforming 
the  services  specified  in  this  section,  each 
hMidler  shall  deduct  3  cents  per  hun- 
dredw^ht,  or  such  lesser  rate  as  the 
Secretary  shall  determine  to  be  sufiBcient, 
for  marketing  services.  ’The  handler  shall 
pay  the  amount  deducted  to  the  market 
admini8trat(ur  or  or  before  the  18th  day 
after  the  end  of  the  month. 

(b)  The  market  administrator  shall 
expend  amoimts  received  under  para¬ 
graph  (a)  of  this  section  only  in  pro¬ 
viding  for  market  Information  to  such 
producers  and  for  verification  of  weights. 


samples,  and  tests  of  milk  received  from 
them.  The  market  administrator  may 
ccmtract  with  a  coc^jerative  association 
for  the  furnishing  of  the  whble  or  any 
part  of  these  services. 


PART  1002— MILK  IN  NEW  YORK- 
NEW  JERSEY  MARKETING  AREA  < 

§  1002.14  [Auaended] 

.  1.  In  §  1002.14,  paragraph  (b)  is  re¬ 
voked. 

2.  In  8  1002.28,  paragraph  (f)  is  re¬ 
vised  as  follows: 

§  1002.28  Temporary  pool  plants. 

•  '  *  •  •  • 

(f)  A  plant  shall  not  be  a  pool  plant 
on  the  basis  of  this  section  for  the  pe¬ 
riods  and  under  the  conditiims  set  forth 
in  subparagraphs  (1)  and  (2)  of  this 
paragraph; 

(1)  If  the  pool  plant  deslgnaticm  was 
canceled  on  the  first  of  August,  Septem¬ 
ber,  October,  or  November  pursuant  to 
§  1002.27(a) ,  for  the  period  through  No¬ 
vember  30  except  as  specified  in  para¬ 
graph  (e)  of  this  section. 

(2)  If  the  pool  plant  designation  was 
canceled  pursuant  to  8  1002.27  for  fail¬ 
ure  to  meet  the  requirements  of  8  1002.26 
(a),  for  the  period  from  the  date  the 
cancellation  was  effective  through  the 
following  June  30. 

(3)  [Revoked] 

*  •  *  •  • 

§  1002.29  [Amended] 

3.  In  8  1002.29,  the  proviso  of  para¬ 
graph  (a)  is  revoked. 

§  1002.45  [Amended] 

4.  In  8  1002.45(a),  subparagraph  (9) 
is  revoked. 

5.  m  8  1002.45(a)  (12),  the  refermce 
“(O)”  is  revoked. 

§  1002.50a  [Amended] 

6.  In  8  1002.50a.  the  reference  *^1002.- 
52”  in  the  Intioductory  text  is  revoked. 

§  1002.52  [Removed] 

7.  Section  1002.52  is  revoked. 

§  1002.70  [Amended] 

8.  In  1 1002.70(d) ,  the  reference  “(6)  ” 
in  the  Introductory  text  is  changed  to 
”(4)”  and  subparagraph  (5)  is  revoked. 

Signed  at  Washington.  D.C.,  on  Sep¬ 
tember  30,  1975. 

Donalo  E.  Wilkinson. 

_  Administrator. 
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